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DECISION ADDRESSING THE TEST YEAR 2019 GENERAL RATE CASES
OF SAN DIEGO GAS & ELEC TRIC COMPANY
AND SOUTHERN CALIFORNIA GAS COMPA NY

Summary

Todayds decision addresses the test yea
applications of San Diego Gas & Electric Company (SDG&E), and Southern
California Gas Company (SoCalGas)?

The decision adopts a TY2019 revenue requirement of $1.90 billion for
SDG&EOds combi ned 90biienfoadectrac ans $0(480billidn for its
gas operations) which is $212.504million lower than the $2.203 billion that
SDG&E had requested in its update testimony.3 The adopted revenue
requirement represents an increase of $1@.378million or a 5. 70 percent increase
over the current revenue requirement for 2018.4 Based on a highlevel estimate,
it is anticipated that a typical residential inland electric customers will see a

monthly bill increase of 0.70 percent or $1.10° while an average residential gas

1 A Glossary of terms used in this decision is attached as Attachment A.

2 Attachment B of this decision contains the Summary of Earnings which reflects the revenue
requirements adopted for SoCalGas and SDG&E.

3In Application ( A.) 17-10-007, SDG&E had originally requested a combined gas and electric
revenue requirement of $2.199 billion representing an increase of $218 million (an 11percent
increase) over the 2018 costs that consumers are paying.

4 Attachment C contains 2019 revenue requirement comparisons for SDG&E and SoCalGas
showing the current rates and the rates to be adopted for 2019.

5 Using 500 kilowatts per hour (kwWh) in a month.

6 The amount was derived using an estimated system average rate percentage change.
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customer?” can expect to seea monthly bill increase of 13.7 percent or $4.76 for gas
services.

For SoCalGas, thedecision adopts a TY2019 revenue requirement of
$2.770billion which is $166.109million lower than the $2. 937 billion that
SoCalGashad requested in its update testimony.8 The adopted revenue
requirement represents an increase of $14.356million or a 12.80percent increase
over the current revenue requirement for 2018. Based on a highlevel estimate, it
Is anticipated that an averageresidential customer® can expect to £e an average
monthly bill increase of 9.1percent or $3.98

The decision also adoptspost-test year (PTY) revenue requirement
adjustments for SDG&E of $134.157million for 20 20 (a 6.74 percent increase) and
$102.493million for 202 1 (a 4.83 percent increase)0 For SoCalGas, the PTY
revenue requirement adjustments are $219.539million for 2020 (a 7.92 percent
increase) and $149.551million for 2021 (a 5.00 percent increase).

The adopted revenue requirement and PTY increasesfor SDG&E will
provide the necessary funds to allow it to operate its electric and natural gas
transmission and distribution system safely and reliably and to fulfill customer

service functions at reasonable rates.

7Using 25 therms per month.

8|n A.17-10-008, SoCalGas had originally requested a revenue requirement of $2.99 billion
representing an increase of $80million (a 1 9.1 percentincrease) over the 2018 costs that
consumers are paying.

9 Using 35 therms per month.

At tachment D contains details regarding SDG&EOJSs
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For SoCalGas, he adopted revenue requirement and PTY increaseswill
provide the necessary funds to allow it to operate its natural gas transmission,
gas distribution, and gas storage systems safely and reliablyand to fulfill
customer service functions at reasonable rates.

The adopted revenue requirements and PTY adustments for SDG&E and
SoCalGas were arrived at after thorough analysis and review of the record which
includes over 500 exhibits consisting of testimony, workpapers, and other
exhibits from utility and intervenor withesses. Over 20 days of evidentiary
hearings were conducted between July and August of 2018 and 18 intervenors
actively participated in the proceedings by submitting testimony, conducting
cross examination during hearings, and filing motions and briefs.

A large part of the revenue requirement increases represent costs for
incremental safety-related programs and activities that are being added to the
GRC for the first time as a result of the Risk Assessment Mitigation Phase
(RAMP). The Commission developed a risk-based framework and the RAMP
phase requires SDG&E and SoCalGas to identify key safety risks and to propose
programs to mitigate these risks. Many of these programs are being approved
and the funding allows SDG&E and SoCalGas to perform increased mitigation
efforts to mitigate key safety risks such as wildfires caused by SDG&E
equipment, catastrophic damage from pipeline failures and third party dig -ins,
employer, employee, contractor, and public safety, and other key risks identified
in Applicants 8 R A MP  rApppcantstare the first utilities to incorporate
RAMP into their GRC fiings and t hese costs are being inc
respective revenue requirements for the first time in TY2019.

I n addition, costs fornhé&ccRQentP@asd Pi pel.i

consisting of 11 pressure test projects, 10 pipeline replacement projects, and
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284val ve replacement projects are being inc
for the first time pursuant to Decision 1 6-08-003 and these costs are reflected in
S o Ca |l eversuérequirement for the first time in TY2019.11

The decision requires SDG&E and SoCalGas to traclkofficer salaries,
bonuses, and benefits that are embedded with other costs in their respective
Officer Compensation Memorandum Accounts (OCMA). The OCMA balances
shallbetrued-up i n Appl i cant-endadugnseptdéliogs fion2@19y e ar
and the amounts refunded to ratepayers. The above costs were not able to be
removed without causing undu e delay and prejudice to parties because the
statutory change to Pub. Util. Code § 706 which no longer allowed recovery of
such costs took effect on January 1, 2019 when evidentiary hearings had already
been concluded and final briefs had been submitted.

Costs arising from the Aliso Canyon gas leak incident are not included in
the GRCs and have been removed from historical information relied on by
witnesses. The decision also incorporates 2019 impacts from the Tax Cuts and
Jobs Act (TCJA) and directs SDG&E and SoCalGas to file separate Advice Letters
with the Commi ssionds Energy Division to b
ratepayers 2018 tax savings from the TCJA. 2018 revenue impacts are outside the
scope of the TY2019 GRCs.

The decision also deniesthe Joint Motion for Adoption of Settlement
Agreement between Applicants and Small Business Utility Advocates primarily
because the proposed Settlement Agreement does not discusshe revenue

iImpacts of the various commitments made in the proposed Settlement
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Agreement and provides no assurance that funding for other needs will not be
diverted to meet these commitments.

Finally, the decision denies Applicants
(2022) in their respective GRC cycles. The decision finds that a detamination as
to whether a three-year or four-year GRC cycle should be adopted must be
applied uniformly to all large investor owned utilities that are regulated by the
Commission. In addition, t he appropriate term for the GRC cycle is currently
being considered in Rulemaking (R.) 13-11-006and the decision defers any
decision regarding this issue to R.1311-006. If a decision adopting a four-year
GRC cycle is made in R.1311-006, SDG&E and SoCalGas are required to file a
petition to modify this decision.

1. Procedural Background
On October 6, 2017, San Diego Gas & Electric Company (SDG&E) filed its

General Rate Case (GRC) application requesting authority to establish its
revenue requirement and to update base rates forits electric and natural gas
services for the period from January 1, 2019 through December 31, 2022.

Southern California Gas Company (SoCalGas) also filed its GRC
application on October 6, 2017 requesting authority to establish its revenue
requirement and to update base rates for its natural gas service for the period
from January 1, 2019 through December 31, 2022.

The proceedings were consolidated in the assigned Administrative Law
Judge (ALJ) ruling dated November 8, 2017 pursuant to Rule 7.4 of the Rules of
Practice and Procedure (Rules). Consolidation promotes efficiency, minimizes
conflicts in schedule, and promotes a more timely resolution of the two related

applications.
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Protests and Responses to the applications were filed by the following:

Protests:

a.

e.

Consumer Federation of California (CFC) on November 15,
201742

Southern California Generation Coalition (SCGC) on
November 16,2017;

Shell Energy North America (US) L.P. (Shell Energy), Office of
Ratepayer Advocates (ORA) 3 Office of the Safety Advocate
(OSA), Indicated Shippers (1S), City of Long Beach Gas & Oil
Department (Long Beach), The Utility Reform Network (TURN),
and Direct Access Customer Coalition (DACC), all on November
17, 2017;

The National Diversity Coalition (NDC) on November 20, 2017 ;
and

Jason Zeller on November 22, 2017.

Responses:

a.

b.

Southern California Edison Company (SCE) on October 19, 2017,

Pacific Gas and Electric Company (PG&E) on October 27, 2017;
and

Environmental Defense Fund (EDF), and Coalition of California
Utility Employees (CUE) on November 17, 2017.

12 CFC filed a notice of name change on March 27, 2018 changig its name from Consumer
Federation of California to Consumer Federation of California Foundation.

13 SB854 (Stats. 2018, ch. 51) amended Pub. Util. Cod&309.5(a) such that ORA is now named

t he

Public Advocateds Off i ce. Holevdrhexausta hajoiityc

of the pleadings and exhibits filed or received into evidence were filed under the name ORA or
refer to this party as ORA, this decision shall refer to this entity as ORA.

Util it
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Motions for party status were filed by the following entities and party
status was granted as follows:

a. Center for Accessible Technology (Cfor AT) on October 20, 20170
motion was granted on October 30, 207;

b. Utility Con sumers Action Network (UCAN) on December 5, 2017
0 motion was granted on December 18, 2017;

c. Union of Concerned Scientists (UCS) on December 15, 201d
motion was granted on December 20, 2017;

d. Sierra Club on December 18, 2018 motion was granted on
Decembe 20, 2017,

e. San Diego Consumers Action Network (SDCAN) and Small
Business Utility Advocates (SBUA) both on January 5, 20183
both motions were granted on January 8, 2018;

f. Federal Executive Agencies (FEA) on January 8, 2018 motion
was granted on January 9, 2018;

g. Agricultural Energy Consumer s Association (AECA) on
January 26, 20183 motion was granted on February 2, 2018; and

h. Protect Our Communities Foundation (POC) on May 1, 201849
motion was granted on May 17, 2018.

I. California State University (CSU) on June 25, 2018 motion was
granted on July 5, 2018.

j. City of Lancaster (Lancaster) on July 5, 2018 motion was
granted on July 9, 2018.

k. A motion to intervene was filed by Tenaska Marketing Ventures
on April 24, 2018 d motion was granted on April 27, 2018.

On November 22, 2017, a joint motion for protective order was filed by

SDG&E and SoCalGas (collectively, Applicants) to facilitate discovery and

“BApplicants filed a Response on May 4, 2018
the Response on May 9, 2018.

oppos
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exchange of confidential materials. No protests to the joint motion were filed
and subsequently, the joint motion was granted on December 13, 2017.

On November 27, 2017, Applicants filed a joint reply to the protests and
responses.

A Prehearing Conference (PHC) was held on January 10, 2018. At the
PHC, the issues, procedural schedule and other procedural mattersrelating to
the proceedings were discussed. Applicants were also required to serve
supplemental testimony concerning the impact of proposed increases in rates on
disconnections due to non-payment and supplemental testimony on tax issues.

On January 29,2018, the assigned Commissioner issued a Scoping
Memorandum and Ruling (Scoping Memo) setting forth the scope of issues and
procedural schedule. An ALJ ruling was issued on February 5, 2018 clarifying
the procedural schedule set forth in the Scoping Memo.

On January 31, 2018 EDF and SCGC filed respective position briefs and
comments on the issue of Lost and Unaccounted for Gas (LUAF). Reply
comments on LUAF were filed by TURN on February 8, 2018, and EDF on
February 9, 2018. Joint reply comments were fied by Sierra Club and UCS, and
SDG&E and SoCalGas on February 9, 2018. On March 8, 2018, the assigned
Commi ssioner issued a ruling denying EDFO®Os
scope of the proceedings?!s

On March 9, 2018, Applicants filed a motion to amend the Scoping Memo

requesting that the portioninsub-i ssue 0f & concerning whet he

15 The ruling also stated that LUAF should instead be raised inR.1501-0 08 and SoCal Gas?®
Triennial Cost Allocation Proceeding.
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needed to the reconnection process for gas customers be removed from the scope
of the GRC. Responses opposing Applicants
TURN on March 26, 2018. Applicants filed a Reply on April 5, 2018. The
assigned Commissioner amended the Scoping Memo on April 30, 2018, granting
Applicantsd® moti on &aissdeoawhdthenApplicamshavieer s ub
sufficient resources to implement their r econnection process.

On March 27, 2018, SDG&E and SoCalGas filed a joint motion for authority
for each of them to establish a GRC memor a
motion was granted by the ALJ ruling on June 7, 2018.

On April 20, 2018, the assignedALJ issued a ruling establishing public
participation hearings (PPH) in three different locations for SDG&E and six
locations for SoCalGas. PPHs for SDG&E were held on June 13, 26, and 28, 2018
and for SoCalGas on May 29, June 12, 14, 19, 20, and 21, 301

On April 24, 2018, SCGC filed a motion to compel discovery and a motion
to shorten the response time to its motion to compel discovery. Responses to
SCGCO6s motion were filed by Applicants and
Reply to AppbnsaeantsdM&gs4, 2018. SCGCOs m
discovery was denied in the ALJ ruling on June 18, 2018.

On May 7, 2018, SDG&E filed a motion for leave to serve supplemental
testimony of David Geier and William Speer. The motion was granted by the
ALJ ruling on May 25, 2018.

On May 9, 2018, POC filed a motion for official notice of certain facts
contained in a Form 10-K filing by SDG&E and a Form 10-Q filing by Calpine
Corporation with the Securities and Exchan

official notic e was granted by the ALJ ruling on June 20, 2018.

-10-
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On May 14, 2018, POC filed leave to submit supplemental testimony.
SDG&E filed a Response on May 29, 2018 opp
motion was granted in the ALJ ruling on June 4, 2018.
On May 29, 2018, SDG&E filed a motion to strike the direct testimony of
POC. The motion to strike was denied by the ALJ ruling on June 6, 2018.
On June 18, 2018, Applicants filed a joint motion for official notice of
related proceedings and for clarification that ce rtain issues raised by EDF and
SCGC are outside the scope of the proceedings. Responses to Applicants joint
motion were filed by SCGC on June 27, 2018 and EDF on June 28, 2018. A ruling
was made by the assigned ALJ during the evidentiary hearing on July 10, 2018
granting the motion for official notice of related proceedings. The ruling also
clarified that all core balancing issues and storage issues regarding Aliso Canyon
are outside the scope of the GRC6 On September 17, 2018, the assigned ALJ
issued a follow -up ruling resolving a remaining issue in the joint motion and
rul ed that EDFO6s requests regarding I mprov
storage services are outside the scope of the GRC proceedings.
Evidentiary hearings were held from July 9, 2018 to August 8, 2018, and on
August 28, 2018. Corrections to the hearing transcripts were adopted by the ALJ
ruling on September 20, 2018.
Pursuant to the Commissionds Rate Case

served Update Testimony on August 24, 2018.

16 Transcript Volume 11 at 579 to 580.

-11-
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On August 13, 2018, SDG&E and SoCalGas filed a brief regarding their
evidentiary objections to Exhibit 475.17 Sierra Club and UCS filed their
opposition brief regarding Exhibit 475 on August 21, 2018. During the August
28, 2018 hearing, a ruling was made strikng portions of Exhibit 475. 18

On August 30, 2018, Sierra Club and UCS filed a motion for
reconsideration of the ALJ ruling regarding Exhibit 475. Applicants filed a
Response on September 7, 2018 and Sierra Club and UCS filed a Reply to
appl i c aaonseod Septenthgr 14, 2018. The motion for reconsideration was
denied by the ALJ ruling on October 3, 2018.

On September 17, 2018, the assigned ALJ issued a ruling admitting the
update exhibits and joint comparison exhibits into the record.

Opening Briefs were filed by the following parties on September 21, 2018:
Sierra Club and UCS; CUE; NDC; ORA; SDCAN; SCGC:; TURN:; Lancaster;
SDG&E and SoCalGas; IS; UCAN; Long Beach; SBUA; OSA; FEA; CFC; EDF; and
POC.

Reply Briefs were filed on October 12, 2018 bythe following: SBUA; FEA,;
UCAN:; CUE:; NDC; ORA:; TURN; Lancaster; POC; SDG&E and SoCalGas; OSA;
Long Beach; Sierra Club and UCS; TURN; SCGC; and SDCAN.

17 Exhibit 475 was provisionally accepted into evidence on August 8, 2018 pending a ruling on
the evidentiary objections of SDG&E and SoCalGas.

18 Motion to strike Exhibit 475 was granted to the following: Attachment 10; Attach ment 13;

page 2, lines 11 to 19 and lines 15 to 21; page 34, line 18 to page 35, line 1 including footnotes 167
to 169; page 36, line 16 to page 40, line 14 including footnotes 179 to 182; page 40, line 21 to
page 41, line 1; and page 43, line 12 to page4 line 18 including footnote 223. See transcript
Volume 30 at 2765 to 2766.

-12-
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On October 23, 2018, SDG&E and SoCalGas filed a Joint Motion to Strike
Portions of OSAOG SAfi@gpaeResponge oBNovealber 7, 2013
and SDG&E and SoCal Gas filed a Joint Reply
19, 2018.

On March 5, 2019, SDG&E, SoCalGas, and SBUA filed a Joint Motion for
Adoption of Settlement Agreement. The three parties also filed a separate
motion on the same day for extension of time to file the joint motion for
settlement agreement more than 30 days after close of evidentiary hearings. The
motion for extension of time was granted by the ALJ Ruling on April 18, 2019.

The proceedings are deemed submitted on March 5, 2019 upon the filing of
the Joint Motion for Adoption of Settlement Agreement between SDG&E,
SoCalGas, and SBUA.

2. PPHs and Correspondence
A total of nine PPHs were held in different locations within the service

territori es of SDG&E and SoCalGas regarding their GRC applications!® The
PPHs were held in order to receive comment
regarding the impact of the application on them.
Some of the PPH locations included Information Sessions where
info rmational and educational materials were provided to members of the public
immediately prior to a PPH. Members of the public were also given the
opportunity to ask questions about basic information regarding the application
and questions about the Commisss on fr om representatives of

Public Advisords Office (PAO) and Energy D

19 PPHs were held in El Cajon, Escondido, and Chula Vista for SDG&E and in Visalia, Palmdale,
Oxnard, Inglewood, Long Beach, and Riverside for SoCalGas.

-13-
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guestions from representatives of the utility. Parties that chose to be present
such as theORA were also given the opportunity t o be present to answer
guestions regarding their participation in the proceeding.

Many speakers at the PPHs stated that they are on fixed incomes and
cannot afford the proposed rate increase which they view to be a large increase
from current rates. Some stated that they pay a lot for electricity and cannot even
afford to run their air conditioner or heater. Some also stated that the different
tiers are not working and that the ut
for the utilitiesd mistakes.

However, there were also speakers representing small business, local
organizations, chamber of commerce organizations, first responders, and
suppliers to the utilities that expressed support for reasonable rate increases
necessary for capital investments ard to improve infrastructure, maintain
programs, and safety spending. Some speakers also expressed that SDG&E and
SoCalGas work with local organizations to maintain affordable services.

In addition to comments at the PPHSs, letters and emails were sent to the
PAO concerning the two GRC applications.

Much of the correspondence received opposes the proposed rate increases.
Ratepayers state that they are on fixed incomes or are unemployed or
underemployed and would be adversely impacted and cannot afford further
increases in their utility bills. Several customers that have fixed or limited
iIncomes point out that the minimal increases to Social Security is not enough to
keep pace or offset the large increases the utility has been asking for. These
customers add that they also have to contend with inflation from other sources

such as food, insurance, and medical expenses. Some comments state that the

-14-
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proposed rate increases should be greatly reduced and that specifically,
SDG&EOs el ect r i chehighdastanstheaourdry. a mong t

There were also comments stating that proposed rate increases are
excessive and not justified because of the reduced costs of fuel and natural gas.
Others pointed out that administrative costs, executive compensation, and the
uti ' itiesd profits and revenues are too hig
responsible for the increased costs which resulted from their mistakes,
mismanagement, and lack of financial planning.

Some comments specifically oppose the purchase of the Otay Masa Energy
Center and explain the purchase is unnecessary, discourages the formation of
Community Choice Aggregation (CCA), and that the utilities should be moving
away from relying on fossil fuels.

Some of the correspondences received from local organizatons and
institutions, chamber of commerce organizations, and businesses support the
proposed rate increases and state that these are necessary for enhanced reliability
and security including cyber security, upgrades to facilities and modernization of
infr astructure, enhanced protections to the environment, greenhouse gas(GHG)
reduction, funding of programs for outreach, education, research and
development, and to aid to low income residents.

3. Background of the Applications
SDG&E and SoCalGas are subsidiares d Sempra Energy (Sempra), a

SanDiego-based energy services holding company whose subsidiaries provide
electricity, natural gas and value -added products and services in California.
SDG&E is a regulated public utility that provides electric and gas serv ice

to approximately 3.6 million people through 1.4 million electric meters and

-15-
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873,000 natur al gas meters. SDG&EOds servi
in San Diego county and southern Orange county.
SoCalGas operates and maintains a natural gas étribution and
transmission system and delivers energy to 218 million consumers through
59mi I | i on gas meters. SoCal Gasd service t
24,000 square miles of diverse terrain throughout Central and Southern
California, from Visalia to the Mexican border.
The two GRC applications seek to determ
revenue requirement and base rates for Test Year (TY) 2019 and the postest year
(PTY) periods of 2020 and 2021. In addition, both utilities are requestingto add a
third attrition year covering PTY 2022, to their three-year rate case cycle. Rates
are to be effective beginning January 1, 2019.

31. SDG&Eb6s Application
SDG&Eds GRC application seeks Commi ssio

current revenue requirement and base rates to recover projected costs of using its
electric and gas facilities, infrastructure, and other necessary functions, to
provide safe and reliable electricity and natural gas services to its customers.
SDG&E is also requesting the adoption of its proposed PTY mechanism for
attrition years 2020, 2021, and 2022, and for approval of the regulatory balancing
and memorandum accounts set forth in its testimony.

SDG&E is requesting a total of $2.199 billion ($1.766 billion for electric and
$433 million for natural gas) for costs to provide service in 2019. If approved,
this would equate to an increase of $218 million, or an 11 percent increase over
2018 costs that consumers are paying. A typical inland residential customer

using 500 kWh in a month and 25 therms per month would expect to see a

-16-
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monthly bill increase of around $13.70 per month. The new rates are to be
effective beginning January 1, 2019.
Il n addition to its request for 2019, SD
attrition years 2020, 2021, ad 2022 are as follows: (a) for 2020, an additional
$151 million or a 6.9 percent increase from 2019 costs; (b) for 2021, an additional
$120 million or a 5.1 percent increase over 2020 costs; and (c) for 2022, an
additional $122 million or a 4.9 percent increase over 2021 costs.
Many parties to the proceeding reviewed
recommend various adjustments to SDG&EOGs r

32. SoCal Gas6 Application
SoCal Gasd GRC application requests that

SoCal Gasd pr op eodascurrerd feversué regeirement and base
rates to recover projected costs for gas operations, facilities, infrastructure, and
other functions necessary to provide utility services to its customers. SoCalGas
also requests the adoption of its proposed PTY mechanism for attrition years
2020, 2021, and 2022, and approval of the regulatory balancing and
memorandum accounts set forth in its testimony.

SoCalGas is requesting a total of $2.99 billion for costs to provide service in
2019. If approved, this would result in an increase of $480 million or
19.1percent, over the authorized revenue requirement for 2018. An average
residential customer not under the California Alternate Rates for Energy (CARE)
program using 35 therms per month would expect to see a bill increase of around
$7.54 per month. The new rates are to be effective beginning January 1, 2019.

For attrition years 2020 to 2022, SoCal
$237million or 8.1 percent in 2020; $193 million or 6.1 percent in 2021; and
$202million or 6.0 percent in 2022.

-17-
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Parties to the proceeding also reviewed
recommend various adjustments to SoCal Gasd

3.3. Shared Services
SDG&E and SoCalGas are related companies due to their corporate

structure of being owned by the same parent company and because they are in
the same business of providing utility services to customers. Thus, there are
some services that are shared between these two utilities and with their
corporate parent, Sempra.
Shared services are ativities performed by functional areas at one utility
(or at Semprads corporate center) for the
corporate center, or (iii) an unregulated affiliate. A shared service provided by
SDG&E, SoCalGas, or the corporatecenter, will be allocated and billed to the
entity or entities receiving the service and the utility receiving the shared service
will include the costs that were allocated and billed to it.
On the other hand, non-shared services are activities provided by
functional areas at one utility that benefit only the uti lity performing the activity.
These costs are not allocated and billed out to other entities. For nonshared
services provided to the utility by the corporate center, the costs are treated as
service costs consistent with how outside vendor costs are treated.
These topics are discussed more thoroughly in sections29 and 35 of this
decision where we discussgener al administration functio
Corporate Center, and shared services and shaed assets billing of SDG&E and

SoCalGas

-18-
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4. Analysis Overview

This section provides a general overview of how we analyzed the revenue
requirement and other requests of SDG&E and SoCalGas, including requests
relating to the utilitonBhase@(RRMAk Assessment
The decision generally follows the topical analysis and discussion
presented by parties in their briefs. The decision will examine each major topic,
analyze and resolve all issues in each topic, and as applicable, determine the
appropriate and reasonabl e funding amounts base
alternative proposals by various parties.
In each section, we describe the background of the particular costs that are
being addressed and will then separately look into issues affecting SDG&E and
SoCal Gas. This is followed by a discussio
Maintenance (O&M) costs and Capital costs. The positions of various parties are
summarized, followed by a discussion of each request and issues raised,
including objections and counter-proposals by various parties.
We have reviewed all the exhibits in these proceedings pertaining to each
section as well as the evidentiary hearing transcripts. We also reviewed the
arguments made and positions raised by the parties in their briefs. We then
considered, reviewed, and evaluated all the evidence and all the issues,
positions, and arguments raised by parties as well as the state of the economy
and the economic outl ook described in the
what costs for TY2019 are reasonable and what should be adopted in each section
of the decision.
Attachment B of this decision contains the adopted summary of earnings
tables for SDG&E and SoCalGasand contains the adjustments that we adopt to

the revenue requirements of SDG&E and SoCalGas. The summary of earnings
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table sets forth all of the components of the revenue requirement consisting of
the total O&M costs, and the capital-related costs that are necessary to support
Applicant sd r se phe summaryeof earnirigetablesshown in
Attachment B reflects all of the costs or methodologies we have found to be
reasonable as inputs into the Results of Operation (RO) model, which is used by
the Applicants to generate the revenue requirement amount that is needed to
allow SDG&E and SoCalGas to earn the authorized rate of return on their
investments.

The above review and evaluation process results in the revenue
requirements that are appropriate for SDG&E and SoCalGas to provide safe and
reliable service at just and reasonable rates, as required by Pub. Util. Code § 451.

4.1. RAMP Review
This GRC application is the first by a regulated utility to fully incorporate

risk mitigation activities using the risk -informed framework developed by the
Commission in the Safety Modeling Assessment Proceeding (SMAP) and the
Appl i cRAMR psobeeding.20 Applicants submitted testimony providing a
roadmap of the RAM P risks that were incorporated into th is GRC application.2!
The testimony also provided context on viewing the funding requests through
the lens of risk management. Testimony that incorporate s RAMP -identified risks

presents the proposed spending as a risk mitigation activity.

20 The SMAP proceeding add resses applications A.1505-002 (SDG&E), A.1505-003 (PG&E),
A.15-05-004 (SoCalGas) and A.18)5-005 (SCE). The Commission opened Order Instituting
Investigations (1.16-10-015 and 1.1610-016) to review the RAMP submission of SDG&E and
SoCalGas.

21 Exhibit 5.
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The SMAP, RAMP, and spending accountability processto integrate risk
mitig ation activities into the GRC began in 2014 andis still being refined. In
April 2019, the Commission adopted 26 safety metrics for which utilities are to
report their progress toward the risk mitigation goals set out in the GRCs. 22 In
addition, the recently closed and future SMAP proceedings have evaluated and
will continue to evaluate the minimum elements to be used by large utilities for
risk mitigation analysis in future RAMP and GRC applications. The Commission
also approved improvements to Risk Miti gation Accountability and the Risk
Spending Accountability reports , which will require additional internal tracking
processes and tools to measurehow well identified risks are actually being
mitigated, and the risk reduced per dollar spent.
When they submitted this GRC in 2017, Applicants were the first utilities
to incorporate RAMP into their GRC filings . The Commi ssionds gui
more limited at that time, and reporting was limited to safety -related activities
that correspondtooneormor e of t he Companyds key saf el
more in the Safety, Health and Environment category. As a result, Applicants
selectedactivities from the RAMP Report that they thought should be further
reviewed for inclusion in the GRC. Th ose actvities were then assigned to GRC
subject matter areas and the risk mitigation activities were evaluated as part of
determining specific requests in the GRCs. The specific RAMPdriven funding
requests were then incorporated i nto witne
In reviewing the RAMP -driven portions of witness testimony in this GRC,

we find that m any of the activities identified by Applicants as flowing from the

22D.19-04-020.
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RAMP and mitigating risk are activities that were already being performed by
Applicants and were inclu ded in prior GRCs. SinceApplicants designate both
the risks and the mitigation activities as RAMP -related, and re-evaluated using a
risk-based approach and framework, the general result is withess testimony that
states that numerous activities are in fad mitigation of key risks, often leading to
higher cost forecast. In fact, a considerable portionofthe Appl i cant s o
increasein revenue requirement is comprised of RAMP -related requests.

We find that witness t estimony that incorporates RAMP -driven requests
identif ies the total amounts associated with RAMP, but in many instances,
provides little information about the activities themselves. Instead,

RAMP -related activities are integrated with O&M and capital requests for each

cost center.

Becauset he RAMP porti on i nisAoppoekentedaan t s 0

separate and distinct from the non-RAMP portions , our review of funding

requests for each cost centewas informed by t he Appl i cant so

Report, but in many instances our decision is not based on risk mitigation but
rather on standard GRC methods, such as the quality of the forecast,
counterarguments by intervenors, and whether a given showing met the burden
of proof.

We note that as set out in our April S-MAP and RAMP decision, t he
Sempra utilities will file their next RAMP on November 30, 2019 using the
advanced SMAP methodology with risk -spend efficiency scores. That RAMP

requ

reg

2016

filing wild.l be incorporated into Applicant
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for Test Year 2022. Tl first Risk Mitigation Accountability Report prepared by
Applicants using these improved tools will be available in 2021. 23

Several parties expressed concern about relying on findings made during
the RAMP process citing various weaknesses. We consideredhese issues in our
review of RAMP -related requests and did not use findings made in the RAMP
process as the sole reason for approving requests. We also find it more prudent
to integrate RAMP into the GRC process now rather than wait until the process is
completely developed. As stated above, the RAMP process continues to be
refined and we expect that future RAMP integration in future GRC filings will
provide better answers to the core questions of what spending is proposed to
mitigate risks, and how has past spending reduced risk per dollar spent.
Answers to those questions are not readily available to us here.

At this time, we also strongly encourage OSA to actively participate in
SDG&EO6s and SoCal Gasd6 next RAMP proseeding
goals to advocate for the I mprovement of A
safety performance although we note that the majority of OSA's testimony in
these proceedings focus on safety culture enhancements and practices and not
revenue requirements. These issues are more appropriately raised and
addressed in the Applicantsd RAMP proceedi
continued participation in future RAMP and GRC proceedings.

4.1.1. Enterprise Risk Management
Enterprise Risk Management (ERM) is the processof planning and

organizing the activities of SoCalGas and SDG&E in order to minimize the effects

23]d. at 31.
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of risk on capital and earnings. Applican
integration of risk into the review of enterprise risks with an emphasis on safety,
prioritization of effective mitigation measures, and the investment
decision-making process.
Applicants are requesting $7.035 million in shared O&M costs for TY2019
which is $2.462 million higher than 2016 recorded costs. Costs for the ERM
program will fu nd activities of the vice -president group, the director of
Operational Risk Management group, and the director of ERM & Compliance
group. The above groups develop risk frameworks and implement risk
management practices. Applicants explain that the increase in funding will be
used to obtain support from industry experts and fund increased activities.
We reviewed Applicantsd testimony and f
for TY2019 reasonable and should be approved. The requested funding level
will allo w Applicants to support new activities and continued maturity of risk
management practices. Parties do not oppo

4.2. Officer Compensation
Pursuant to Senate Bill(SB)901, Pulic Utilities Code section 706 has been

amended prohibiti ng certain investor owned utilities (IOUs) including SDG&E
and SoCalGas, from recovering from ratepayers any annual salary, bonus,
benefits, or other consideration of any value (compensation and benefits), paid to
an officer and requires that compensation instead be funded solely by
shareholders.

The pertinent portion of the revised Section 706 reads as follows:

o(a) For purposes of this section, oO0com
salary, bonus, benefits, or other consideration of any value, paid to
an officer of an electrical corporation or gas corporation.
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(b) An electrical corporation or gas corporation shall not recover
expenses for compensation from ratepayers. Compensation shall be
paid solely by shareholders of the electrical corporation or gas
corporat i on. 0

SB901 was signed into law on September 21, 2018 and the revision to
Section 706 became effective on January 1, 2019 or the first day of the TY2019
period for both SDG&E and SoCalGas. Pursuant to the above, the Commission
issued Resolution E-49634requiring SDG&E and SoCalGas (among other IOUSs),
to establish Officer Compensation Memorandum Accounts (OCMA) to track
compensation paid to an officer pursuant to the revised Section 706. The OCMA
was effective beginning January 1, 2019 until closed at he direction of the
Commission.

Because the above events took place at a time when evidentiary hearings
in these GRCs had already been concluded and all active parties had already
filed opening and reply briefs in support of their final positions in the
proceedings, we find that it would not be prudent and will cause unnecessary
delay to the prejudice of all parties, ratepayers, the public, and the regulatory
process, to require SDG&E and/or SoCalGas to revise their testimonies in order
to extract the portions of costs that pertain to officer compensation and benefits
as these costs are typically embedded in multiple costs and forecasts presented
throughout the GRC. For example, costs centers containing officer compensation
and benefits within the definitio n of the revised Section 706 such as a Chief
Executive Officer (CEO), President, or Vice President (VP) will also include

salaries and benefits of staff and other support personnel for that working group

24 Resolution E-4963 was issued on December 13, 2018.
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as well as non-labor costs. This would be true even for cost centers that are titled
CEO or Vice President of a particular division, department, unit, or working
group.
Thus, the approach taken by this decision with regards to officer
compensation and benefits is to disallow funding for cost centers th at are entirely
made up of officer compensation and benefits. For cost centers that are only
partially made up of such costs, the reasonableness of such costs are reviewed
and authorized as a whole and inclusive of office compensation and benefits.
Howev er, SDG&E and SoCalGas shall comply with Resolution E-4963 and track
these costs through their respective OCMAs. These amounts shall then be
trued-up and refunded to ratepayers as part o
respective year-end annual regulatory account balance update Advice Letter
filings for 2019. SDG&E and SoCalGas shall include a list of the officer positions
and the corresponding amounts for each position. This list will be granted
confidential treatment and submitted under seal. In addition, the amounts
tracked in the OCMA are to be taken into account by the post-test year (PTY)
mechanisms that wil!/ be adopted in this de
SoCal Gasd respective revenue requirements
amounts are to be excluded from the revenue requirements in PTYs 2020 and
2021.

4.3. Aliso Canyon Costs and Returning Employees

Pursuant to Decision (D.)16-06-054, all additional costs that have stemmed

from the Aliso Canyon gas leak incident that was first discovered on October 23,
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2015 are excluded from this GRC?> and have been removed from historical cost
information. To help remediate the leak, SoCalGas temporarily reassigned
certain employees and utility staff to perform various remediation functions. In
this GRC cycle, these enployees and utility staff are now returning to their
regular assignments to perform their regular functions. As with most
organizations, management must have the ability to redirect staff to perform
emergency work and to address urgent issues and the Commission does not
intend to micromanage utility operations to that extent as this is neither efficient
nor necessary. Furthermore, the reassigned employees and utility staff were not
permanently reassigned to perform Aliso Canyon gas leak duties and their
regular duties and responsibilities did not go away. Therefore, this decision will
address their regular duties and responsibilities moving forward. In addition, if
any work had been deferred as a result of the temporary reassignment, such
work must be performed within the labor costs that will be authorized in this
decision and in addition to the regular work that the returning employees and
utility staff regularly perform and no additional funds will be authorized to
perform such deferred work.

5. Request to Adopt a Four-Year GRC Cycle
SDG&E and SoCalGas both request the inclusion of a 3rd attrition year or

calendar year 2022 into their current three-year TY2019 GRC cycle. Applicants
state that over the past several years, the GRC filing process has becoe much
more complex and subject to extended delays both in the filing process and the

timeframe for the issuance of a decision. Applicants cite to new processes and

25D.16-06-054 OP 12 at 332.
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reviews such as the RAMP filings and new reporting requirements such as those
that have been required in by the SMAP. Applicants add that the process is
projected to become even more complex as the minimum required elements for
the RAMP filings is being further refined by the S -MAP as the process continues
to evolve and a four -year GRC term would free up scarce resources to allow the
Applicants to maintain their focus on safe and reliable operations and customer
responsibilities. 26 A four-year GRC cycle will allow Applicants, intervenors, and
the Commission more flexibility to manage the inte grated SMAP, RAMP, and
GRC proceedings.

ORA strongly supports the request and states that afour-year GRC term
allows for better utility financial and operational management of spending and
investment.2? On the other hand, CUE, IS, SCGC, SBUA, and TURN dl
recommend the continuation of the three-year cycle. These intervenors argue
that a third attrition year does not add to or assure more time in processing
S-MAP and RAMP requirements and creates a longer gap between the
Commi ssionds peripddicanteswi eweaogfatAmpns. Al
S-MAP and RAMP processes are both in their early stages, more frequent
feedback from utilities and intervenors and review by the Commission may be
required.

ORA, SDG&E and SoCalGas made a similar request in Applicent s®d TVY2016
GRCs as part of a separate settlement agreement and filed a related petition for

modification of D.14 -12-025 in order to change the currentthree-year GRC cycle

26 Exhibit 242 at JAM-3 and Exhibit 245 at KID-2 to 3.
27 Exhibit 426 at 16.
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into a four -year cycle. The Commission denied the petition but directed the
Commissi onds Energy Division to conduct
four-year GRC cycle is more appropriate. A workshop was conducted on
January 11, 2017 and a workshop report was issued by the Energy Division on
March 8, 2018. Comments to the workshop report were filed by various parties
in Rulemaking (R.)13-11-006 and the Commission expects to issue a decision on
the matter.

In their requests to adopt a four-year GRC cycle, Applicants and ORA do
not state or suggest that the reasons and circumstancegited in support of a
four-year GRC cycle only apply to SDG&E and SoCalGas and not to the two
other large utilities that file cyclical GRC applications with the Commission
namely, PG&E and SCE. Thus, absent any circumstances or events in a
particular GRC cycle that specifically differentiates one or more of these large
energy utilities mentioned, we find t hat a decision as to whether a threeyear and
four-year GRC cycle should be adopted should be applied uniformly to SDG&E,
SoCalGas, PG&E and SCE. Morewer, the appropriate term for the GRC cycle is
currently being considered in R.13-11-006 following the workshop and comment
process in that proceeding and a decision in said proceeding would be uniformly
applied, and rightfully so, to S DG&E, SoCalGas, PG&Eand SCE.

Following the above reasoning, this decision does not resolve or make
conclusions regarding the underlying and substantive reasons and arguments
that either support or seek deni al of

decision regarding this issue to R.1311-006.

We therefore deny Appl i cedimgste éhangee qu e st

their current three -year GRC cycle into a four-year cycle, and Applicants should

seek substantive and procedural guidance in R.1311-006. The GRC period
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considered in this decision is TY2019 and attrition years 2020 to 2021. Proposals
under various topics as well as testimony and other evidence made in these
proceedings concerning 2022 are not discussed further in this decison. If a
decision adopting a four -year GRC cycle is made in R.1311-006, Applicants shall
file a petition for modification of this decision.

6. Fueling Our Future
Fueling Our Future (FOF) is an enterprise wide initiative which is

designed to provide an opportunity to examine how SDG&E and SoC alGas
approach, organize, and execute work, with a focus and goal of achieving
operational efficiency.28 FOF focuses on innovating and modernizing process to
meet the future needs of Applicants® busin
performance by better leveraging people, processes, and technology. Applicants
state that FOF is part of an overall policy and culture of seeking continuous
improvement where the company and its employees continue to seek new ways
of doing business in order to increase efficiency of core operations and customer
service.

The FOF project phase was commenced in 2016 and consisted of 18 weeks
of structured work including identification, refinement, evaluation, and
prioritization of ideas within each functional area. The project phase cul minated
in a final decision-making process to move forward and execute selected ideas.
The FOF team members consisted of group leaders and associates, catalyst team
members and associates, and core support team members, and team associates

from the differ ent functional units within SDG&E and SoCalGas. Sempra also

28 Exhibit 222 at HDS/RC -1.
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engaged the services of a third-party consulting firm, EHS Partners (EHS), which
worked with teams to manage the process methodology, structuring analytics,
and idea surfacing. EHS also provided the framework to help identify, evaluate,
and prioritize initiatives. A total of 450 initiatives were selected for
implementation from 2016 to 2019. These initiatives are currently in various
stages ranging from completed projects to projects that are gill being
conceptualized.

Savings generated from FOF activities are passed to ratepayers in the form
of reductions to the revenue requirement. Table HS/RC -1 and RC-2 in Exhibit
22229 shows the impacted cost centers for SoCalGas and SDG&E respectively,
and the corresponding reductions to the TY2019 forecast for each of these cost
centers. Total savings for SoCalGas is $42.1million and for SDG&E
$26.231million. Savings for each cost center were forecast using a zerebased
method and were derived using input from subject matter experts.

6.1. Position of Intervenors

ORA reviewed Applicantsd testimony, hun
and conducted discovery. ORA had several issues with supporting
documentation for several projects but in conclusion, does not oppose
Applicantsd forecast of FOF net benefits f
TURN recommends that Applicantsd esti mat
ratepayers but also recommends that FOF Project Phase costs for the 1&eek
period in which structured FOF planning work was co nducted be identified and

deducted from 2016 base year revenues as these costs represent a otiene

29|d. at HDS/RC -8 to 9.
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expense that wild/ not be repeated as part
business moving forward.

6.2. Discussion

We recogni ze Appl i cannhustdseekanecreased ment t o

operational efficiencies of core operations and customer service. With respect to
the FOF forecast, we agree with both ORA and TURN that a few of the projects
that ORA examined did not include proper support for the savings that were
forecast.

However, in a data response to ORA, Applicants stated they are
committed to realizing the FOF savings identified in direct testimony whether or
not the savings are realized3° Thus, even if some projects are not implemented,
the savings forecast for those projects have already been included in the GRC
application and these savings will be deducted from requested budgets
nonetheless. Some of the projects have also been completed and the savings
from these can be readily identified. Therefore, we find that the forecast for FOF
savings of $42.760 million for SoCalGas and $26.231 million for SDG&E should
be authorized.

As stated previously, the savings in each cost category affected are being
used as a reduction for the requested TY2019 budget forsuch cost category.
These reductions from FOF are described in various testimonies in support of
cost categories where they appear in. Because we are already approving these
forecast savings in this section, we do not further discuss whether these savings

calculations should be adopted when we discuss other sections that have a FOF

30 Exhibit 399 at 4.
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component. Instead, we simply apply the reductions that were already applied
by SDG&E and SoCalGas to their TY2019 requests for those sections.
Regardi ng TURNDG®®ntodeduc pnojeetcasta incurred
during the 18-week Project Phase, we agree with Applicants that these FOF
activities fall within the umbrella of activities aimed at improving efficiencies
and developing improvement programs. Therefore, we find these activities are
not one-time and are continuous activities that are routinely being performed in
the course of business. We al so accept
was not deferred and were re-assigned during the 18 weeks of the FOF Project
Phase and that many of the employees that performed FOFrelated work were
exempt employees that continued to partly support their regular duties. In
addition, we find that the savings generated from FOF activities offset labor costs
that may have been incurred despite the re-assignment of regular work and
partial work performed by exempt employees. Also, none of the costs paid to

EHS were allocated to Applicants and were instead all retained by Sempra.

Ap

Based on the foregoing, we find it reasonabletoree ct TURNOGSs proposal

deduct any Project Phase cost s, particul ar

participation.
7. Gas Distribution

This section examines the SDG&E and SoCalGas forecasts and requests
relating to operating and maintaining their respective gas distribution systems
and for constructing new gas distribution facilities needed to provide safe, clean,
and reliable delivery of natural gas to their customers.

7.1. SoCalGas

SoCal Gasd gas distribution system consi

100,586 miles of interconnected gas mains, services, and associated pipeline
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facilities.3! The primary function of this pipeline network is to deliver natural
gas from SoCal Gasd transmission system to
meters.

The TY2019 forecast fo O&M costs is $148.154 million which is
$31.522million higher than 2016 adjusted, recorded expenses. For capital costs,
SoCalGas is requesting $278.473 million for 2017, $324.801 million for 2018, and
$347.842 million for 201932 By comparison, recorded costs for 2016 were
$301.472million. Key work categories to maintain system integrity include leak
repairs; locating and marking of gas facilities to avoid third -party damage; leak
surveys; system renewal; and operations, maintenance, and construction needs.

Part of the requested costs is driven by risk mitigation activities pursuant
to the RAMP process. The table below summarizes key risks being mitigated
and the estimated O&M and capital costs for the mitigation activities that are
planned to be undertaken. These costs are embedded in the O&M and capital
costs being requested by SoCalGas and the reasonableness of these costs are

reviewed in the O&M and capital sections that they appear in.

31 Exhibit 07 at GOM-02.

32 Revised the forecast from $278.473 million to $284.802 million for 2017 and $324.801 million to
$322.769 million for 2018 in the Update Testimony (Exhibit 514) at Attachment H.

-34-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

RAMP Risk 2017 2018 2019
Catastrophic Damage Involving
Third -Party Dig-Ins (O&M) n/a na | $18,177,000
Employee, Contractor, Customer, and
Public Safety (O&M) n/a n/a | $9,826,000
Catastrophic Damage Involving
High -Pressure Pipeline Failure n/a n/a $59,000
(O&M)
Catastrophic Damage Involving
Medium -Pressure Pipeline Failure n/a n/a | $33,945,000
(O&M)
RAMP -related O&M total n/a n/a | $62,007,000
Catastrophic Damage Involving $3.800.000 $2.500,000 0

Third -Party Dig-Ins (capital)
Employee, Contractor, Customer, and
Public Safety (capital)

Catastrophic Damage Involving

$3,871,000 $3,304,000 $2,204,000

High -Pressure Pipeline Failure $207,000 $207,000 $207,000
(capital)

Catastrophic Damage Involving

Medium -Pressure Pipeline Failure $6,196,000 $7,487,000 $8,271,000
(capital)

RAMP -related capital total $14,074,000 $13,498,000 $10,682,000

Most of the RAMP activities were already being performed , but new and
enhanced safetyrelated activities to mitigate risk have been included as a result
of the RAMP process. O&M costs for incremental activities are $11.526 million
out of the $62.007 million total O&M amount being requested for RAMP -related
activities.

Catastrophic Damage Involving Third -Party Dig -Ins

According to SoCalGas, damages resulting from excavation activity
represents the greatest safetythreat to its pipeline infrastructure with potential

catastrophic consequence to public safety33 Damage can range from minor

33 Exhibit 07 at GOM-18.
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scratches and dents to ruptures with uncontrolled release of natural gas.
Mitigation activities include training, locating and m arking, pipeline observation,
and standardizi ng location equipment.

Employee, Contractor, Customer, and Public Safety

SoCalGas manages this risk through mitigation actions that have been
implemented and developed over many years. New activities have been added
pursuant to the RAMP process. Mitigation actions include employee training,
personal protective and safety equipment, above and below-ground pipeline and
facility inspections, confined space air monitoring system for field personnel, and
upgrading c overalls and fresh air equipment.

Catastrophic Damage Involving High -Pressure Pipeline Failure

Activities to manage this risk include maintenance, training and
qualification of pipeline personnel, application of corrosion control and cathodic
protection, and emergency preparedness and odorization activities.

Catastrophic Damage Involving Medium -Pressure Pipeline Failur e

SoCalGas manages mitigation of this risk by complying with applicable
federal and state regulations.

The TY2019 forecasts incorporate $442 million in O&M savings from
FOF. Also, costs relating to the Aliso Canyon gas leak incident are excluded
from the forecast and from historical costs.

7.1.1. Non-Shared O&M

The total forecast for non-shared O&M costs is $147.879 million which is
$31.936million hi gher than 2016 cost s. SoCal Gas
distribution system employees which include front -line construction crews,
technical planners, and field engineers. Non-shared O&M cost categories are

composed of Field Operations & Mainten ance, Asset Management, Operations
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Management & Training, and Regional Public Affairs. The table below

summarizes the costs for each cost category.

Change from
Non -shared O&M 2019 2016
Field Operations & Maintenance $129,116,00¢  $30,449,000
Asset Management $6,965,000 -($1,206,000)
Operations and Management $7,378,000 $1,733,000
Regional Public Affairs $4,420,000 $960,000
Total $147,879,00( $31,936,000
7.1.1.1. Field Operations & Maintenance

A majority of the O& M costs under this category relate to expenses to

addr es s

t he

physical

condi ti

on of

performed can be classified as preventive, corrective, or supportive. The

SoCal

following table provides a more detailed breakdown of the different cost centers

comprising Field Operations & Maintenance.

Field Operations & Maintenance 2019 Char;%elérom
Locate & Mark $16,050,000 $2,422,000
Leak Survey $10,711,000 $3,631,000
Measurement & Regulation $14,888,000 $1,057,000
Cathodic Protection $18,322,000 $3,919,000
Main Maintenance $20,772,000 $9,389,000
Service Maintenance $16,997,000 $6,658,000
Field Support $21,069,000 $1,667,000
Tools, Fittings & Materials $10,307,00Q $1,706,000
Total $129,116,00( $30,449,000
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Locate & Mark

Owners of underground facilities are required by federal 34 and state3s
regulation to identify substructures at locations of planned excavations.
Activities include locating and marking underground pipelines, conducting job
observations, and performing pothole operations and depth check. A linear
trend forecast was utilized to account for increased work anticipated in the TY,
Increased costs are due to new federal, state, and local regulations and increase
In construction activities.

Leak Survey

This cost category includes expenses associated with federal and state
pipeline safety regulations requiring SoCalGas to survey its gas distribution
system for leakage 36 Pipelines are routinely surveyed at one, three, or five-year
intervals depending on the pipe material involved, the operating pressure,
existence of cathodic protection, and proximity to various population densities.
Special leak surveys are performed as needed or on more frequent cycles.
SoCalGas utilized a historical linear trend for its forecast as it projects increased
leak survey requirements. Costs incurred are based on the amount of pipeline
footage requiring leak survey and frequency of the surveys.

Measurement & Regulation

Includes costs for maintaining and operating reg ular stations, customer

meters, and associated components. Activities are driven by pipeline safety and

3449 CFR 8192.
3Cal . Govdt €Eeae AA 4126,
3649 CRF § 192.723 and Commission General Order 11E.
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other regulations. A five -year linear trend was utilized to develop the forecast as
costs are expected to continue increasing due to pipeline growth and because the
system continues to age.

Cathodic Protection

Cathodic protection reduces corrosion of pipes in the distribution system.
Maintenance work is also conducted to replace magnesium anodes that are no
longer able to provide the required protectio n level for pipelines. Once again, a
linear trend was utilized as costs are expected to continue increasing due to
regulatory requirements.

Main Maintenance

Activities under this cost category are to meet federal and state pipeline
safety regulations and to extend the life of distribution main pipelines. Activities
also include leak evaluations, leak repair, service alterations, and miscellaneous
maintenance. Costs are once again expected to keep increasing and so a
historical linear trend was utilized to develop the forecast.

Service Maintenance

Service maintenance activity consists of evaluation and repair of service
leaks, service alterations, customer meter alterations and meter guard
replacements, and miscellaneous service and customer meter mainénance.
Costs were forecast using a linear trend because costs are expected to keep
increasing.

Field Support

The Field Support group conducts a variety of support services to
complete daily Gas Distribution O&M activities. This includes field supervision,

clerical support, dispatch operations, materials support, and removal of
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abandoned mains. A five-year historical average was used to develop the
forecast.

Tools, Fittings, and Materials

This workgroup contains the purchase of small tools, small pipe fittings,
pipeline materials, and miscellaneous installation materials used during
construction and maintenance activities. Costs were forecast using a historical
linear trend as costs are expected to keep increasing due to increased
construction activities.

7.1.1.2. Asset Management
Asset Management is responsible for the evaluation of the condition of the

distribution system which includes maintaining asset records, identification of
corrective maintenance solutions, and coordinating with field personnel . Costs
were forecast using a historical linear trend because the level of work supported
such as maintenance work, general construction work, municipality work, and
customer-generated activities, are generally expected to keep increasing.

7.1.1.3. Operations and Management
This workgroup includes Operations Leadership and Field Management

activities. Operations Leadership is resp
direction and setting and ensuring that objectives are met while Field

Management is responsible for overall management of the workforce dedicated

to the Gas Distribution pipeline maintenance and installation activities. Costs

were forecast using a five-year historical linear trend because of increased and

new activities that are projected.

7.1.1.4. Region al Public Affairs
The primary focus of the Regional Public Affairs group is to support Field

Operations by working with regional and local governments and municipal
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districts on issues relating to permits, proposed regulations, franchises, and
emergency preparedness and response. Regional Public Affairs also informs
county and city officials as well as special districts regarding issues that impact
customers and serves as the point of contact for construction activities, customer
programs, service inquirie s, etc. A five-year average plus incremental increases
was utilized to arrive at the TY2019 forecast.

7.1.1.5. Positions of Int ervenors
Comments to the O&M section were provided by ORA, TURN, CUE and

CFC.
ORA recommends a total of $118.037 million for non-shared O&M costs
which is $29.842 million lower than SoCalGas 8 r equest ed amount of
$147.879million. Generally, ORA does not oppose the underlying activities
being funded and much of the difference be
SoCal Gasd i s du aloftutizing W@ -yearmvemgeusng 2016
and 2017 recorded costs as opposed to SoCa
were mostly based on a five-year linear trend. ORA proposes using a two-year
average for Operations and Management and all the Field Operations &
Maintenance sub-categories except for Main Maintenance, Field Support, and
Tools, Fittings, and Materials. For these three subcategories, ORA recommends
using 2016 recorded costs for Main Maintenance and Field Support and a
five -year average for Tools, Fitting, and Materials. ORA also recommends using
2016 recorded costs for Operations and Management. ORA does not dispute the
forecasts for Asset Management and Regional Public Affairs.
TURN recommends a reduction of $14.909mili on fr om SoCal Gasd
forecast. TURN recommends a five-year average for Main Maintenance and

supports ORAOSs r ec o-yearcavethgetfor Servicedviaintenantew o
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TURN also objects to the incremental funding for leak backlogs stating that this
coudoverl ap with SoCal Gasd request in Advic
CFC recommends a reduction of $0.500 mi
Cathodic Protection.
CUE recommends an increase of $13.159 m
CUE recommends increases in Locate and Mark, Aldyl-A leak survey, meter set
assembly maintenance, and standbys for observation on high-pressure pipelines.
CUE also recommends that SoCalGas should eliminate its leak backlog by the
end of this GRC cycle and to move to a three-year leak survey cycle.

7.1.1.6. Discussion

7.1.1.6.1. Field Operations & Maintenance
Issues

This section will address the various issues relating to Field Operations &
Maintenance and the eight sub-categories that comprise it. The common issue of
the appropriate forecast methodology is addressed concurrently.

Forecast Methodology

SoCalGas generally utilized a historical linear trend to develop its forecasts
except for Leak Survey and Field Support.
that costs have been increasing yar after year and it expects this trend to
continue. We examined Table 114 of Exhibit 40637 which shows recorded costs
from 2012 to 2016. From said table however, the year over year increase in costs
Is only present for Locate and Mark, Measurement & Regulation, and Cathodic
Protection. For said categories, we find the application of a historical linear trend

to develop the forecasts is reasonable and appropriate. For Main Maintenance

37 Exhibit 406 at 8.
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Service Maintenance and Tools, Fitting & Materials ; costs are shownto fluctuate
and so a linear trend does not appear to be appropriate. For Leak Survey, we
find SoCal Gasd6 forecast methodol ogy of bas
pipeline footage requiring leak survey and frequency of leak surveys to be
appropriate especially because the amount of pipeline requiring survey has
increased. For Field Support, we find that recorded costs from 2015 to 2017 are
more reflective of current costs as compared to the five-year average from 2012 to
2016.
Locate & Mark
As stated in our discussion above regarding forecast methodology,
recorded data from 2012 to 2016 supports S
been increasing. Based on the evidence presented, we find it reasonable that
Locate & Mark costs will continue to increase due to regulations and increase in
construction activities. CUE recommends an additional $0.915 million based on
additional upward trend from SB 661 , also known as the Dig Safe Act of 2016,
which requires additional notification from excavators which in  turn increases
Locate & Mark activities. However, SoCalGas states that its forecast already
takes into account additional work anticipated from SB 661. CUE also proposes
an increase for Locate & Mark standby-time for job observation on high -pressure
pipelines but an increased standby-time trend was also already incorporated in
SoCal Gasd forecast. Thus, we find that CUu
already embedded in SoCal Gasd proposed cos
not object to the incremental adjustments presented by SoCalGas for its base
forecast and we find that the testimony supports these costs. Based on the above,
we find that SoCal Gas® proposed forecast o

should be approved.
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Leak Survey

Historical costs for Leak Survey went up from $6.704 million in 2013 to
$8.000 million in 2014 but decreased to $7.172 million in 2015 and to $7.080
million in 2016. ORA suggests that these recorded expenses showa steady
declining trend. In this case, we find it appropr iate to examine 2017 costs in
order to determine whether the trend continued but find that costs in 2017 went
up to $7.955 million. Based on the above, we disagree with ORA that there is a
declining trend. In addition, SoCalGas shows in Figure GOM -04 of Exhibit 1038
that the footage for leak survey has generally increased which requires more leak
survey activities. New meter set installations are also expected to grow which
also increases the number of | eak survey a
forecast of $8.320 million to be more reasonable.

With regards to incremental costs, ORA recommends $0 funding for
Bi-Annual High -Pressure Leak Survey while CUE recommends an additional
$99,000 for the Aldyl-A Survey and $0.500 million to do a field com parison using
leak detection technology from a company called Picarro. CUE also recommends
moving to a three-year inspection cycle for all pipes not already subject to more
frequent inspections.

We find the funding for the Bi -Annual High -Pressure Leak Survey to be
necessary as the activity is requiredby GO 112F and supports risk mitigation
activities pursuant to reducing the RAMP risk of Catastrophic Damage Involving
High-Pr essure Pipeline Failure. SoCal Gas do

recommendation of additional funding for Aldyl -A Survey and admits that the

38 Exhibit 10 at GOM-24.
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number of miles used for the forecast was lower than the current actual data.
Thus, we agree with CUEOs proposed increas
move to a three-year inspection cycle and to require a field comparison using
Picarro leak detection technology, we find that these requests are outside the
scope of this GRC and are already being addressed in R.181-008, the Gas Leak
Abatement OIR addressing the requirements imposed by SB 1371.

Based on the above, we find that $99, 00
TY2019 forecast of $10.711 million resulting in an amount of $10.810 million that
should be approved for Leak Survey.

Measurement & Regulation

As stated in our discussion on forecast methodology, historical data
supports SoCal Gasd assertion that costs ha
reasonable that costs will continue to increase for this category due to aging of
infrastructure components requiring more maintenance a nd inspections as well
as pipeline growth. We also agree with the incremental costs presented in
SoCal Gasd testimony and parties do not opp
Therefore, we find that SoCa&8Imiienslouldbeoposed
approved.

Cathodic Protection

As stated in our discussion on forecast methodology, historical data also
supports SoCal Gasd position that costs hayv
reasonable that costs will continue to increase for this category due to increasing
regulatory requirements and increased risk mitigation activities. CFC

recommended a $0.500 million reduction but
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recommendation relies on data from the Department of Transportation for the

gas distribution system and not specific data for cathodic protection. 3° Thus, we

find SoCal Gasd forecast to more reliable.
costs presented in SoCal Gasd testimony and
i ncrement al cost s. Ther ef aseddoyecastéor f i nd t ha

Cathodic Protection of $18.32 million should be approved.

Main Maintenance

Costs for Main Maintenance ranged from $9.773 million to $16.103 million
from 2012 to 2016 with increases and decreases in costs fluctuating from year to
year. Thus, we disagree with SoCalGas that costs are continuing to increase
based on recorded costs. SoCalGas states that costs associated with mitigation
actions associated with RAMP are embedded in its based forecast of
$16.016million but the testimony does n ot clearly identify these costs and
discuss whether these RAMP activities are historical RAMP activities or whether
incremental RAMP activities are included. In reviewing historical costs, we find
that a three-year average from 2014 to 2016 is more refletive of projected costs
and so we find it reasonable to authorize $13.498 million as the base cost. TURN
had recommended a five-year average, but we find that costs in 2013 are not
reflective of more recent costs and so we find it more reasonable to constler costs
from 2014 onwards.

SoCalGas separated the costs for leak repairs from its base forecast and we
have no objection to the $6.00 million being requested. SoCalGas presented

sufficient testimony that explains that said amount is for the 7,670 main | eaks

39 Exhibit 10 at GOM-45
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that are to be addressed in 2017 and 2018 which were not reflected in the PTYs of
the TY2016 GRC. CUE recommends an additional $10.905 million for leak
repairs stating that the inventory of leak repairs is expected to grow. However,
the cost for leak repairs is only for the backlog of 7,670 main leaks to be repaired
in 2017 and 2018. Additional leaks are expected to be addressed in SB 1371 and
should not be counted here.

Based on the above, we find it reasonable to authorize $18.254 million for
Main Maintenance after applying $6 million in incremental costs and the
reduction of $1.244 million in FOF savings.

Service Maintenance

Costs for Service Maintenance ranged from $7.514 million to $11.613
million from 2012 to 2016 with increases and decreasa in costs fluctuating from
year to year. Similar to our rationale for Main Maintenance, we disagree with
SoCalGas that costs are continuing to increase based on recorded costs.
SoCalGas once again states that costs associated with mitigation actions
asociated with RAMP are embedded in its base forecast of $12.334 million but
as we stated in the discussion for Main Ma
not clearly identify these embedded costs and does not discuss whether these
RAMP activities are historical RAMP activities or whether incremental RAMP
activities are included. In our review of historical costs, we find that a three -year
average from 2014 to 2016 is more reflective of projected costs and so we find it
reasonable to authorize $11.110 millon as the base cost. TURN recommended a
five-year average, but we find that costs in 2013 are not reflective of more recent
costs and so we find it more reasonable to consider costs from 2014 onwards.

ORA objects to and recommends zero funding for the incremental costs

requested for meter set assembly maintenance activities, meter guard activities,
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and inaccessible meter set assembly disconnections. CUE recommends an
additional $0.170 million to the $1.523 million requested for meter set assembly
maintenance activities.

The meter set assembly maintenance and meter guard activities are
pursuant to a focused inspection program to comply with atmosphere corrosion
requirements and to perform a more thorough inspection of all aspects of meter
set assemblies hat also require more skilled meter readers. The requested
incremental costs are to address work inventory that had developed in 2016 and
2017 as a result of the more thorough inspections. On the other hand, the
requested cost for inaccessible meter seassembly disconnections are in support
of the restoration of 709 inaccessible meters and are being undertaken to mitigate
risks associated with safety and gas system integrity. Based on our review, we
find the activities described above necessary and theamounts requested
reasonable. We therefore find that the incremental funding requested for meter
set assembly maintenance activities, meter guard activities, and inaccessible
meter set assembly disconnections should b
recommendation for an additional $0.170 million, SoCalGas states that it expects
to be able to meet its projected volume of work for TY2019 within its requested
funding level and so we find that the additional amount recommended by CUE
IS not necessary.

Basedon the above, we find that $15.773 million should be approved for
Service Maintenance representing an alternative base forecast of $11.110 million
basedonathreey ear average and SoCal Gasd request

$4.663 million.
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Field Support

Costs for Field Support ranged from $20.791 million to $21.545 million
from 2012 to 2014. In 2015, costs dropped to $19.916iition and then to
$19.402million in 2016. Because of the apparent shift in costs, we find it useful in
this case to consider coss in 2017 as it adds an additional year and a more
current one for determining the proper trend for Field Support costs. Costs for
2017 were $19.055 million. With this additional data, we find that a three -year
average from 2015 to 2017 is more appropride for determining base costs for
TY2019. The decrease in costs beginning in 2015 appears to have been
maintained in 2016 and 2017. SoCalGas argues that RAMPelated and other
incremental activities are expected for the TY but we find that such increment al
work should be reflected in incremental costs rather than in base costs which is
derived from a historical average. Thus, we find it reasonable to authorize base
costs for Field Support at $19.458 million which is the three-year average from
2015 to 2A7. This amount should be adjusted to $19.947million after applying
incremental expenses of $.075million and a reduction of $0.586 million for FOF
to which we have no objections to.

Tools, Fitting, and Materials

Historical costs have gone up and down from 2012 to 2016 and we find
that a historical linear trend is not supported by historical data. SoCalGas argues
that increased level of work is expected but we find that such increase in work, if
true, should be reflected as an adjustment to the historical average that was used
i n this case. Thus, we find SoCal Gasd for
in this case. However, costs generally appear to have increased over the
fluctuations between increases and decreases and we find that a threeyear

average from 2014 to 2016 is more reflectiywv
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recommendation of a five-year average. Thus, for base costs, we find it
reasonable to authorize $8.728 million. This amount should be adjusted to
$9.614million after applying additions for incremental work that we find are
justified by the testimony. ORA objects to the incremental costs for meter guard
activities but we find that this cost supports necessary funding for meter guard
replacements.

7.1.1.6.2. Asset Management and
Regional P ublic Affairs

SoCalGas utilized a historical linear trend for its forecast for Asset

Management although historical costs as shown in Table 11-20 of Exhibit 4060

shows that costs decreased in 2015 and 2016. However, the application of FOF

savings resultsin a forecast that is lower than any of the recorded costs from

2012 to 2016 and so we have no objections
For Regional Public Affairs, we agree with ORA that the forecast is

comparable to historical spending as shown in Table 11-22 of Exhibit 40641 Thus,

we find that SoCal Gasd® forecast should be
Based on the above, we find it reasonahb

$6.965 million and $4.420 million respectively for Asset Management and

Regional Public Affairs.

7.1.1.6.3. Operations and Management
Table 11-21 of Exhibit 406 shows the recorded costs from 2012 to 2016

Except for 2014, costs have generally been increasing by around $0.500 million

40 Exhibit 406 at 38.
41]d. at 42.
42|d. at 39.
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each year. Thus, we find that Sof@sal Gasd

base forecast is reasonable. The TY2019 forecast also accounts for projected
increases in 2017 and 2018 that are not shown in Table 121.

ORA also objects to the incremental funding for six Full-Time Equivalents
(FTE9 and $0.112 million for resumption of employees previously re -assigned to
support work related to the Aliso Canyon gas leak incident. The record shows
that the six employees were hired in
already captured in the 2017 revenue requirement. We aree with SoCalGas that
the 2017 revenue requirement is derived from the TY2016 revenue requirement
plus the applicable PTY adjustment for inflation and increased costs and does not
capture the additional six FTEs being requested that were not part of the TY2016
GRC. Thus, we find it proper for SoCalGas to request these incremental
additions in this GRC. For the returning employees previously re -assigned, costs
for these employees had been excluded when they were reassigned and we find
it appropriate to include the associated costs for these employees now that they
are returning to their regular duties. However, as we explained in section 4 of
this decision, if any work had been deferred as a result of the temporary
reassignment, such work must be performed within the labor costs that will be
authorized in this decision and in addition to the regular work that the returning
employees and utility staff regularly perform and no additional funds shall be
authorized t o perform such deferred work.

Basedonthea b o v e, we find it reasonabl e

$7.378 million.
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7.1.1.6.4. Summary of Non -Shared O&M
Costs

To summarize the above discussionofnonrs har ed O&M costs, So
requested amounts for Asset Management ($6.965 million), Operations and
Management ($7.378 million), and Regional Public Affairs ($4.420 million)
should be approved.
For Field Operations & Maintenance, the following amounts should be
approved:

Locate & Mark: $16.050 million

Leak Survey: $10.810 million

Measurement & Regulation: $14.888 million
Cathodic Protection: $18.322 million

Main Maintenance : $18.254million

Service Maintenance $15.773 million

Field Support: $19.947 million

Tools, Fittings, & Materials : $9.614 million

7.1.2. Shared O&M
Shared O&M costs are comprised ofexpenses incurred for Operations

Leadership & Support as the activities by this group benefits both SDG&E and
SoCalGas. Costs for this workgroup relate to expenses incurred for Field
Services Leadership & Operations Assessment which provides leadership and
sets goals and direction for the Gas Distribution organization. The forecast for
TY2019 is $0.275 million which is $0.414 million less than 2016 costs. A
zero-based method was utilized to develop the forecast because certain historical
costs are no lmger applicable.
Parties do not object to SoCal Gas® shar

reasonable to approve the TY2019 forecast of $0.275 million. We find the forecast
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to be supported by the evidence. The zerobased*3 method to develop the
forecastis appropriate because certain historical costs have been shifted to other
cost centers.

7.1.3. Capital

As stated previously, SoCalGas capital forecasts are $278.473 million for
2017, $324.801 million for 2018, and $347.842 million for 2019. The table below

provides a breakdown of the requested capital costs.

43 A zero-based method utilizes a forecasting method that determines the projected budget for
operations based on necessity rather than on historical spending. Management starts from zero
and determines all expenses that are necessary for operations. All expenses must be necessary

in order to be included in the projected budget and no expenses are automatically added based
on historical spending.
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Capital 20174 2018 2019

New Business $36,632,000 $45,313,000 $50,393,000
Pressure Betterments $23,088,000 $23,088,000 $23,088,000
Supply Line Replacements $4,209,0000 $4,209,000 $4,209,000
Main Replacements $33,711,000 $33,711,000 $33,711,000
Service Replacements $28,538,000 $31,470,000 $34,403,000
Main & Service Abandonments $9,256,0000 $10,522,000 $11,787,000
Regulator Stations $8,636,0000 $14,636,000 $19,436,000
Cathodic Protection Capital $6,320,0000 $8,434,000 $9,511,000
Pipeline Relocations & Freeway $7,837,0000 $7,837,000 $7,837,000
Pipeline Relocations - Franchise $17,894,000 $17,894,000 $17,894,000
Other Distribution Projects & $3,656,000 $11,596,000 $11,596,000
Meter Guards
Measurement & Regulation $22,266,000 $29,547,000 $37,037,000
Devices
Capital Tools $14,386,000 $14,220,000 $12,322,000
Field Capital Support $61,317,000 $70,292,000 $74,618,000
Remote Meter Reading $727,000] $2,032,006p $0
Total $278,473,000 $324,801,000 $347,842,000

7.1.3.1. New Business

New Business provides for changes and additions to the existing gas

distribution system to connect new residential, commercial, and industrial
customers. This includes installations of gas mains and servicesmeter set

assemblies4s and the associated regulator stations to provide service to

44 The following 2017 capital forecasts were revised to the following amounts in the Update
Testimony (Exhibit 514) at Attachment H: New Business $43342 million, Supply Line
Replacements $1.833 million, Service Replacement $35.205 million, Main & Service
Abandonments $9.312 million, Regulator Stations $6.427 million; Cathodic Protection Capital
$8.264 million, Pipeline Relocations d Freeway $1.402 milion, Pipeline Relocations d Franchise
$13.200 million, Other Distribution Projects & Meter Guards $5.704 million, Field Capital
Support $65.384 million, Remote Meter Reading $1.278 million

45 Revised from $2.032 million to $0 million in the Update Testimon y (Exhibit 514) at
Attachment H.

46 Exhibit 7 at GOM-99.
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customers. Costs were forecast using the projected new meter sets multiplied by
the cost per meter.

7.1.3.2. Pressure Betterments
Pressure Betterments are projects performed on a catinuing basis to

maintain system reliability and service for all customers as new load (from new
customers) is added to the distribution system. A five -year historical average
was used to develop the forecast.

7.1.3.3. Supply Line Replacements

Supply Line Replacements consists of expenditures to replace
high -pressure distribution pipelines also known as supply lines. The
distribution supply line consists of 3,700 miles of pipeline constructed between
the early 1920s to the present and the condition of these suppy lines is constantly
assessed and evaluated to determine whether replacement, localized repair, or
abandonment is necessary. SoCalGas utilized a fiveyear average to develop its
forecast.

7.1.3.4. Main Replacements

Activities under Main Replacements include insta llation of new mains to
replace existing ones, main replacements in advance of public infrastructure
projects, and service line replacements, existing service line tieovers and meter
set rebuilds in connection with newly installed replacements mains.
Replacements are due to leakage and anticipated leakages, defects, corrosion,
deterioration of pipes, and to meet cathodic protection mandates. SoCalGas
forecasts continuing main replacements at the five-year historical average rate.

7.1.3.5. Service Replacements

Sewice Replacements are for routine replacement of isolated distribution
service pipelines to maintain system reliability. The main drivers for Service

Replacements are leakage and corrosion. Servic®eplacement costs associated
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with main replacements are captured in the forecast for main replacements. The
forecast was developed using a five-year historical average.

7.1.3.6. Main and Service Abandonments
Costs for this project are associated with the abandonment of distribution

mains and services without installati on of replacement pipeline. This primarily
occurs when pipeline is no longer needed for current pipeline operations and is
not expected to be needed in the future such as when a city or state requests the
vacating and demolition of public property, when a customer cancels service due
to a building demolition, when temporary service becomes inactive or is
terminated, etc. A linear trend was utilized to develop the forecasts.

7.1.3.7. Regular Stations
Costs for this project are associated with the upgrade, relocation, and

replacement of regulator stations due to design obsolescence, active corrosion,
deteriorating vaults or equipment, exposure to flooding, hazardous traffic
conditions, safety, etc. According to SoCalGas, due to the large number of
regulator stations that are beyond their average life expectancy, SoCalGas is
proposing an accelerated replacement rate at which it replaces regulator stations
by adding an incremental replacement of 8in 2018 and 18 in 2019 in addition to
its base forecast. A base year frecast plus incremental costs was used to develop
the forecasts.

7.1.3.8. Cathodic Protection
This project concerns the installation and replacement of cathodic

protection on pipelines. Cathodic Protection is a method for mitigating external

corrosion on steel pipelines. A five-year linear trend was utilized for the forecast.
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7.1.3.9. Pipeline Relocations i Freeway
This project is for relocation and alteration of SoCalGas facilities in

response to external requests and as specified by agreements with state and local
agencies. A five-year average was utilized for the forecast.

7.1.3.10. Pipeline Relocations i Franchise
This project is for relocation and alteration of SoCalGas facilities in

response to external requests and as specified by agreements with city and
county agencies. Afive-year average was utilized for the forecast.

7.1.3.11. Other Distribution Projects & Meter
Guards

Other Distribution Projects cover construction projects not covered under
franchise agreements, freeway work, or in other capital budget cost categories.
These were forecast using a five-year average. Meanwhile, Meter Guards are
routinely installed to protect meter set assemblies. Meter Guard costs were
forecast using a zerobased methodology.

7.1.3.12. Measurements & Regulation Devices

This project involves meters, regulators, gas energy measurement systems,
and electronic pressure monitors. The expenditures involved are associated with
replacements, repair, purchase of materials, and supporting new customers. The
project also ensures accurate measurement of gas consumpdan, providing
service to new customers, complying with rules and regulations governing gas
metering, and public safety. A zero-based forecast was utilized for meters and
gas energy measurement systems while a base year method was applied to
electronic pressure monitors. For regulators, the forecast was based on the
average regulator prices multiplied by the new business and installation

requirements.
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7.1.3.13. Capital Tools
This project is for the replacement of existing tools that are damaged,

broken, technologically outdated, or have outlived their useful lives. SoCalGas
utilized a five -year historical linear trend to develop its forecasts.

7.1.3.14. Field Capital Support
This project provides funding for a broad range of activities such as project

planning, local engineering, clerical support, field dispatch, field management
and supervision, updating of mapping products, and off -production time for
support personnel and field crews that install Gas Distribution capital assets.
Costs were forecast based on the level bhistorical costs as a percentage of
construction costs incurred. The resulting labor ratio based on a five-year
average was calculated at 32.7 percent.

7.1.3.15. Remote Meter Reading

This project is for changing curb meters that are incompatible with
Advanced Met ering Infrastructure ( AMI ) technology. According to SoCalGas,
there are 26,000 meters that are affected. A zertbased method was used to
develop the forecasts.

7.1.3.16. Positions of Intervenors
ORA and CUE provided comments to SoCal G

TURN provided comments regarding clothing and gear provided during safety
fairs and civic and community events.

ORA proposes using recorded costs for 2017 for all capital projects. The
forecasts for Pressure Betterments, Main Replacements, and Measurement &
Regulation Devices were not opposed other than the recommendation to utilize
2017 recorded costs instead of the 2017 forecasts.

ORA opposes the linear trend methodology used for Service

Replacements, Main and Service Abandonments, Cathodic Protection, and

-58-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

Capital Tools. ORA also opposes the fiveyear averages used for one component
of New Business and Pipeline Relocationsd Freeway and Franchise. ORA
recommends a two-year average for Regulator Stations and opposes any
incremental funding. ORA also opposes funding for Remote Meter Reading in
2018, arguing that this AMI -related project should have been concluded in 2017.
Lastly, ORA recommends zero funding for meter guards.

CUE proposes an additional $5.936 million for Supply Line Replacements
in2019basel on a replacement rate of 4.7 mi
proposal of just under two miles. CUE also recommends that an additional

25incremental regulator stations be replaced on top of the 18 incremental

€es

replacements proposed Iosala®kle $¥1280@Gmilkonto CUE G s

SoCal Gasd requested amount s.
TURN recommends the removal of clothing and gear provided during
safety fairs and civic and community events from 2016 costs.

7.1.3.17. Discussion
O R A ®Rsecommendation to Use 2017Recorded Costs

ORArecommends using 2017 recorded costs
forecasts for all the proposed capital projects for Gas Distribution. With respect
to the use of 2017 recorded costs versus 2017 forecasts, the rate case plan requires
that the GRC application use the most recent data available at the time the
application is filed. In this case, the GRC application was filed in late 2017 and so
the most recent data available at the time of preparing and filing the application
Is the base year or 2016 data.

As the application progresses, it is often the case that newer data becomes
available such as 2017 recorded data in this instance. While we note that

recorded costs for 2017 are more accurate and more recent than the 2017 forecasts
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that are included in the applicatio n, we find that it is not feasible to constantly
update data for the entire application. It is also not practical to update all data in
the GRC because of the vast amounts of data included in the application.

As such, we find that selectively updating onl y certain data or in this case
applying 2017 recorded costs in some instances but not in others may lead to
inconsistent results. This is because not all datathat was submitted with the
application is being updated. For example, updating select data to 2017 recorded
costs in one area which results in a lower value than the 2017 forecast would be
inconsistent if another update in a different area would result in a higher value
than the forecast but was not applied.

We do however recognize that there are instances where it is prudent,
necessary, and reasonable to apply updated data in select areas and we exercise
our discretion in doing so in appropriate cases. But for this GRC, based on the
explanation above, we will generally not apply select updating of data if the sole
reason for doing so is simply to update data without any explanation why the
updated data should be applied. In this case, we find it more appropriate to
apply the 2017 forecasts for all the capital projects.

Approved Forecasts

We reviewed all the proposed capital projects for Gas Distribution to
determine the necessity and reasonableness of each project as well as the
proposed costs. We reviewed the testimony presented, the accompanying
workpapers that provide specific details for each project, pertinent sections of the
RAMP report associated with the four risks being mitigated in this section, and
arguments raised by parties in briefs.

Based on our analysis and review of each proposed project, we find the

following capital pr ojects: (a) Pressure Bettermentsib) Main Replacements;
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(c) Measurement & Regulation Devices; (d) New Business (e) Supply Line
Replacements; (f) Service Replacementdg) Main and Service Abandonments;
(h) Regulator Stations; (i) Cathodic Protection; (j) Pipeline Relocations d Freeway;
(k) Pipeline Relocations d Franchise; and (I) Other Distribution Projects and
Meter Guards to be necessary and also find the requested funding levels for the
above projects to be reasonable.

With respect to the above projects, we find that SoCalGas provided
sufficient evidence to support and justify these projects. The above-mentioned
projects support system reliability of SoC
safety, and allow SoCalGas to provide adequate service b its customers. We also
find the various forecast methodologies utilized to be reasonable and
appropriate.

ORA opposes the five-year average for one component of New Business
and argues that using base year costs is more reliable. New Business costgre
composed of new business construction, advanced metering infrastructure, new
business trench reimbursements and new business forfeitures. ORA takes no
iIssue with the first three but recommends using base year costs for the Main &
Stub component of new business forfeitures. New business forfeitures are
credits that a new business customer reimburses to SoCalGas for the cost of
unused or underutilized facilities constructed at their request. Figure Il of
Exhibit 40647 shows the five-year credits received for Main & Stub forfeitures.
The figure shows that credits for 2016 of $4.912 million are more than double

than in any other year and ORA does not provide sufficient testimony for the

47 Exhibit 406 at 50.
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sharp increase and why it expects this trend to continue. On the other hand, we
find that a five -year average in this case better reflects costs over time and
normalizes highs and lows of fluctuating costs. SoCalGas also states that
forfeitures are impacted by housing and construction events over a 10-year
period which s upports a forecast that takes into consideration costs over a longer
peri od. Based on the above, we find SoCal
more appropriate.

CUE proposes an additional $5.936 million for Supply Line Replacements
in2019 basedona epl acement rate of 4.7 miles as
proposal of just under two miles. However, the need for replacements are based
a variety of factors and tend to vary from year to year and we find that a
five-year average better reflects these fluctwations as a longer period of time
accounts for year to year increases and decreases.

ORA opposes the linear trend methodology used in developing the
forecast for Service Replacements but Figure GOM19 in Exhibit 1048 shows that
costs have beenincreasingeah year from 2012 to 2016. I
forecasts include embedded RAMP-r el at ed mitigation activit
forecast does not take into account. Thus, we find it reasonable to approve
SoCal Gasd requested forec.a®JEpropbsesr Ser vi ce
replacing an additional number of non -bare steel services that are over 67 years
old by the end of 2019. However, SoCalGas argues that age is not the only
consideration used for replacement. In any case, the linear trend forecasts means

that the projected replacement rate will increase moving forward.

48 Exhibit 10 at GOM-100.
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Similarly, for Main and Service Abandonments, Figure GOM -20 and
Figure GOM-21 of Exhibit 104 show that costs and the number of main and
service abandonment orders have been increasing each gar since 2012 which
supports SoCal Gasd forecast methodol ogy as
of utilizing a two -year average.
For Regulator Stations, SoCalGas applied a base year forecast for its base
forecast and states that costs for 2017 were lowertian 2016 because of delays.
SoCalGas adds that planning and permitting have been completed and that it
intends to undertake the delayed construction. Thus, we find that a base year
forecast is reasonable and appropriate for 2017, 2018, and 2019 base cesds costs
generally appear to be increasing as shown in Figure GOM-22 of Exhibit 10.50
The base costs also include embedded costs for RAMRelated projects that aim
to mitigate key risks identified in the RAMP Report. For the incremental funding
in 2018and 2019 to replace an additional 8 and 18 regulator stations, we find the
request to be reasonable in Iight of SoCal
also clarifies that age alone is not the sole criteria used for replacement and that
factors such as sfety, integrity, and reliability concerns are considered.
Regarding CUEOGs proposal for an additional
find that this premature at this time. However, we agree with CUE that
SoCalGas should develop some sort of ranking sygem for regulator
replacements. SoCalGas should include this information in its next GRC and

should use this ranking system as part of the basis for determining its proposed

49|d. at GOM-104 to 105.
50|d. at GOM-107.

-63-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

regulator replacement rate in its next GRC. For this GRC however, we find that
SoOCal Gasd proposed forecasts for Regul ator
ORA recommends a three-year average for Cathodic Protection arguing
that there is no clear up or down cost trend. However, Figure GOM -24 of Exhibit
1051 shows that although costs decreased from 2014 to 2015, the general trend is
an upward increase. I n addition, SoCal Gas
RAMP-r el ated activities. Thus, we find SoC:
more appropriate.
ORA also opposes the five-year averages used for both Freeway and
Franchise Pipeline Relocations citing more recent trends but as explained by
SoCalGas, work on these projects are driven by requests from and agreements
with external sources such as state and local agencies and city and conty
agencies and so costs are driven more by timing and volume of such requests.
To capture such fluctuations, we find that a longer period of historical data is
more appropriate to develop the forecasts
three-year average.
With respect to Meter Guards, ORA based its analysis on the assumption
that the funding for Meter Guards represents incremental funding being
requested on top of SoCal Gasd base forecas
forecasts for Other Distribution Cap ital Projects and Meter Guards and so the
funding being requested for Meter Guards reflects base activities and not

incremental or additional funding. We have no objections to the forecast

5t|d. at GOM-177.
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methodologies utilized by SoCalGas and find that its requested amounts for this
project should be approved.

Based on the above reasons, we find tha
the above-named projects should be approved.

Modified Forecasts

We find that the forecasts for: (a) Capital Tools, (b) Field Capital Support,
and (c) Remote Meter Reading should be modified as discussed below.

ORA objects to the linear trend utilized for Capital Tools and recommends
a two-year average from 2016 and 2017. ORA also objects to the incremental
funding of $2.500 million to standardize locate and mark tools in 2018. Figure
GOM-29 in Exhibit 10 shows the costs for Capital Tools from 2012 to 2016 as well
as SoCal Gasd projected bas é&2\Vhiedve agree a | cost
that costs have risen from 2012 to 2016, théigure shows that costs rose sharply
in 2016 but slightly declined in 2017. Based on the figure, we are not certain that
costs will continue to rise at the pace that SoCalGas projects and find it more
appropriate to authorize 2016 recorded costs of $9.665million as the base cost for
2017, 2018, and 2019. We agree with the incremental $3.800 million for 2017 to
standardize locate and mark tools but agree with ORA that t he additional
$2.500million for 2018 to continue standardizing locate and mark tools d o not
appear to be necessary. We also have no objections to the additional $1.100
million in 2018 for confined space air monito ring or the need for the
$1.667million for Nomex coveralls and fresh air upgrades but find that this

amount should be moved fro m 2017 to 2018 because the project has been

52 Exhibit 10 at GOM-132.
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delayed. The above changes result in authorization of $13.465 million for 2017,
$12.432 million for 2018, and $9.665 million for 2019.
For Field Capital Support, we agree with t he forecast methodology of
32.7per cent of constructions costs. SoCal Gas
costs must be modified to take into account and reflect the total construction
costs being authorized for Gas Distribution capital projects in this section.
For Remote Meter Reading, we agree with ORA that funding for AMI
deployment concluded in 2017. SoCalGas states that because of a manufacturing
iIssue, deployment of curb meter transmission units have been delayed but are
scheduled to be completed in 2018. However, as ORA pointsout, funding for
completing curb meter transmission unit replacements was previously granted to
SoCalGas so a delay in deployment should not require additional funding. Thus,
we find that SoCal Gasd requested funding o
granted. S o C a | lequestiof $2.032 million for2018was r emoved i n SoC
Update Testimony (Exhibit 514) at H-2.
Other Issues
TURN states that <c¢clothing and other gea
logo (excluding uniforms and hard hats) should n ot be funded by ratepayers.
For Gas Distribution, the amount in question for 2016 was $44,966°3 SoCalGas
states that these items are sometimes provided to employees during safety fairs
and safety celebrations and are not intended for promotional and imag e building
pur poses. SoCal Gas adds that these items

are also used at safety fairs and other civic and community events so customers

53 Exhibit 494 at 77 to 78.
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and other members of the public can easily identify SoCalGas employees in case

they have questions or concerns. These types of clothing and gear are also

provided to Regional Public Affairs members so they can be easily identified and

respond to inquiries during emergencies or operational incidents. Based on the

foregoing, we find that the above items are being used for reasonable purposes

in connection with safety -related and public events that provide benefits to
ratepayers. We therefore deny TURNOGsS prop
and gear from 2016 costs.

7.2. SDG&E
SDG&EOG s (gbat®n system tonsists of a network of approximately

14,148 miles of interconnected gas mains, services, and associated pipeline
facilities.®* The primary function of this pipeline network is to deliver natural
gas from SDG&EOGs tr an sximatehs87&100cesiomdrem t o ap
meters covering an area of 1,400 miles.
The TY2019 forecast for O&M costs is$29.553 million which is
$3.755million higher than 2016 adjusted, recorded expenses. For capital costs,
SDG&E requests $50.666 millior?s for 2017, $91.66 million for 2018, and
$110.993million for 2019. By comparison, recorded costs for 2016 were
$61.557million. The O&M forecasts incorporate a total of $.517 million in

savings from FOF.

54 Exhibit 11 at GOM-02.

56 Revised from $50.666 million to $75.757 million in Update Testimony (Exhibit 514) at
Attachment I.
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Key work categories to maintain system integrity include leak repairs,
locating and marking of gas facilities to avoid third -party damage, leak surveys,
and system renewal, and high-pressure pipeline documentation.

Many of SDG&EO6s Gas Distribution cost
primary functions, activities, an d cost drivers as the corresponding cost centers
described and discussed in the SoCalGas portion and so reference to the
SoCalGas section describing the cost center functions and activities is made
whenever appropriate.

As was the case with SoCalGas, partof the requested SDG&E costs are
driven by risk mitigation activities pursuant to the RAMP process. The table
below summarizes key risks being mitigated and the estimated O&M and capital
costs for the mitigation activities that are planned to be undertake n. These costs
are embedded in the O&M and capital costs requested by SDG&E and the
reasonableness of these costs is reviewed in the O&M and capital sections that

they appear in.
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RAMP Risk 2017 2018 2019
Catastrophic Damage Involving

Third -Party Dig-Ins (O&M) n/a a | $3,102,009
Employee, Contractor, Customer, and

PubﬁicySafety (O&M) n/a n/a $3,148,000
Catastrophic Damage Involving

Medium -Pressure Pipeline Failure n/a n/a $8,046,000
(O&M)

Workforce Planning n/a n/a $319,000
RAMP -related O& M total n/a n/a | $14,615,000

Catastrophic Damage Involving

Third -Party Dig-Ins (capital)
Employee, Contractor, Customer, and
Public Safety (capital)

Catastrophic Damage Involving

$256,000 $256,000 $256,000

$4,053,000 $4,053,000 $4,053,000

Medium -Pressure Pipeline Failure $9,728,000 $47,157,000 $67,212,000
(capital)
RAMP -related capital total $14,037,000 $51,466,000 $71,521,000

Most of the RAMP activities were already being performed but new and
enhanced safetyrelated activities to mitigate risk have been included as a result
of the RAMP process. O&M costs for incremental activities are $1.096 million out
of the $14.615 million total O&M amount requested for RAMP -related activities.

Catastrophic Damage Involving Third -Party Dig -Ins

Seesection 7.1 in the SoCalGas section.

Employee, Contractor, Customer, and Public Safety

See section 7.1in the SoCalGas section.

Catastrophic Damage Involving Medium -Pressure Pipeline Failure

See section 7.1in the SoCalGas section.

Workforce Plannin g

Workforce planning is t he risk of loss of employees with deep knowledge
and understanding in operations. This risk is being mitigated by training and

knowledge transfer programs as well as compliance and inspection programs.
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7.2.1. O&M
O&M costs for SDG&E are comprised only of non -shared costs and the

total forecast is $29.533 million, $3.755 million higher than 2016 costs. According
to SDG&E, the increase is driven by system expansion, infrastructure renewal,
field technical skills and training, improved docu mentation and control of
pipeline materials, and integration of new technology. The table below

summarizes the costs for each cost category.

Change
Non -shared O&M 2019 from 2016
Field Operations & Maintenance $22,854,000 $2,734,000
Asset Management $2,169,000 $450,000
Operations and Management $4,510,000 $571,000
Total $29,533,000 $3,755,000

Descriptions of Asset Management and Operations and Management
mirror the discussion in section 7.1.1.2 and 7.1.1.3in the SoCalGas portion of
Gas Distribution. Costs were forecast using a base year plus adjustments
methodology. Field Operations & Maintenance is discussed with more detalil
below.

7.2.1.1. Field Operations & Maintenance
Majority of the O&M costs under this ca tegory relate to expenses

associated with the physical condition of
Activities performed can be classified as preventive, corrective, or supportive in
nature. The following table provides a more detailed breakdown of the different

cost centers comprising Field Operations & Maintenance.
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. , : Change
Field Operations & Maintenance 2019 from 2016
Other Services $202,000, -($160,000)
Leak Survey $1,841,000 $270,000
Locate & Mark $3,589,000 $563,000
Main Maintenance $3,422,000 $457,000
Service Maintenance $1,867,000 $233,000
Tools, Fittings & Materials $1,010,000 $87,000
Electric Support $425,000 $8,000
Supervision & Training $3,993,000 $473,000
Measurement & Regulation $4,216,000 $343,000
Cathodic Protection $2,289,000 $460,000
Total $22,854,000 $2,734,000

Descriptions for the following:

(a) Locate & Mark; (b) Leak Survey;

(c) Main Maintenance; (d) Service Maintenance; (e) Tools, Fitting & Materials;

(f) Measurement & Regulation; and (g) Cathodic Protection mirror those in the

SoCalGas portion found in section 7.1.1.1 except for the forecast methodologies

that were utilized. A linear trend was used for Locate & Mark, Main

Maintenance, Service Maintenance, and Measurement & Regulation while base

year plus adjustments was used for Leak Survey and Cathodic Protection. For

Tools, Fittings & Materials, a five -year average was used.

SDG&E and are described below.

Other Services

Other services, Electric Support, and Supervision & Training are unique to

Other Servicesconsists of miscellaneous expenses associated with Gas

Distribution field operations not captured in other major workgroups. Examples

ar e

| eak investigations of

customer so

mains, landscaping repair, etc. Costs wee forecast using a five-year historical

average.
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Electric Support

This workgroup includes labor and non -labor expenses for traffic control
and construction support services during inspections under the Corrective
Maintenance Program and general construction activities. The Corrective
Maintenance Program is for specific inspection cycles pursuant to GO 165. Costs
were forecast using a threeyear average because of changes in how traffic
control expenses were charged beginning in 2014.

Supervision & Tr aining

This cost center includes expenses for employee field skills training, field
supervision, management, and miscellaneous expenses related to gas operations.
Costs were forecast using the base year plus adjustments because of increased
supervision and training operations not captured in historical costs.

7.2.1.2. Positions of Intervenors
ORA and CUE provided comments to SDG&ES®D

ORA objects to the linear trend forecast methodology utilized for Locate &
Mark, Main Maintenance, and Measurement & Regulation. ORA also opposes
the incremental addition for Field Supervision under Supervision & Training.

CUE recommends an increase of $0.627 million for Leak Survey in
connection with a proposal to require SDG&E to move to a three-year leak
survey cycle for all pipes not subject to more frequent inspections, additional
funding for Aldyl -A leak surveys, and a field comparison using Picarro leak
detection technology. CUE also proposes an addition of $0.260 million to
SDG&EOGs request f ostly, CUEaexamenends indraasds of L a
$1.715 million associated with increased Aldyl -A pipe replacements and

$0.177million associated with increased steel pipe replacements.
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7.2.1.3. Discussion

7.2.1.3.1. Field Operations & Maintenance
Issues

This section addresses the various ssues relating to Field Operations &
Maintenance and the ten sub-categories that comprise it. Table 95 of Exhibit 404
shows recorded costs from 2012 to 20166

Unopposed Forecasts

The forecasts for. (a) Other Services, (b) Service Maintenance, (c) Tools
Fittings & Materials, (d) Electric Support, and (e) Cathodic Protection were not
opposed by parties.

We agree with the five-year average utilized for Other Services and Tools,
Fittings & Materials as it captures highs and lows from 2012 to 2016. We also
agree with the linear trend utilized for Service Replacements as costs have
generally been increasing and are expected to continue increasing. For Electric
Support, we find that a three -year average is appropriate because of changes in
how traffic contro | expenses were charged beginning in 2014, which were not
captured in 2012 and 2013. For Cathodic Protection, we find a base year plus
adjustments are reflective of current costs because of additional maintenance
work and expansion of the GIS system that are not captured in prior years. We
also reviewed the underlying activities and costs drivers for these cost categories
and find them to be necessary and supported by the evidence. Thus, we find
t hat SDG&EOD s: (&) Other Seaviees,{b) $evie Maintenance,

(c) Tools, Fittings & Materials, (d) Electric Support, and (e) Cathodic Protection

are reasonable and should be approved.

56 Exhibit 404 at 6.
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Opposed Forecasts
ORA and CUE had alternative recommendat
(a) Leak Survey, (b) Locate& Mark, (c) Main Maintenance, (d) Supervision &
Training, and (e) Measurement & Regulation.
For Leak Survey, we find the underlying activities to be necessary and the
forecast methodology utilized reasonable and reflective of projected costs for the
TY.Regar di ng CUEOs r e q uarinspécooncydevardtat o a t hr
require a field comparison using Picarro leak detection technology, we find that
these requests are outside the scope of this GRC and are being addressed in
R.1501-008, the Gas Leak Adatement OIR addressing the requirements imposed
by SB 1371. As for CUEOs recommen-d®ation t
pipelines surveyed per year, we find SDG&E
it is based on updated data on how many miles a patroller can survey in one
work day. 57
For Locate & Mark, ORA recommends using 2016 costs plus adjustments
for RAMP -related incremental activities. We reviewed historical costs and find
that costs have generally been increasing despite the decrease from 24 to 2015.
In addition, recorded data from 2017 which we find helpful in this case in
shedding light on the cost trend shows that costs increased further from 2016 to
2017. Moreover, additional costs are expected from SB 661 (the Dig Safe Acif
2016 which requires additional notification from excavators. With regards to

CUEOGs proposal, we find SDG&E®&s calculatio

57 Exhibit 14, Response to CUE Data Request CUESEU-DR-08, Appendix B at GOM-B-3.
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RAMP -related activities into its linear trend forecast to avoid double -counting, to
be more reasonable.

ORAOGs recommends wusing 2016 recorded
argues that costs have been fluctuating from 2012 to 2016. However, as shown in
Figure GOM-0338 we find that costs have generally been increasing even though
costs decreased slightly from 2013 to 2014. In addition, recorded costs in 2017
support this trend. Thus, we find that

methodology to be appropriate in this case. CUE proposes an increase to

SO

SDG&EOGs proposed costs i n c osmssecatedwitm wi t h

Aldyl -A pipe replacements and steel pipe replacements. However, SDG&E does
not foresee significant O&M costs associated with these capital proposals as the

pipes that are being replaced are generally in the same O&M environment and

location.®* Based on the above, we find it reason

forecast for Main Replacements.

ORA objects to the incremental funding of $0.154 million for three field
supervisors under the Supervision & Training workgroup. ORA explains that
this incremental funding should already be captured in the increase from 2015 to
2016 costs where the increase was close to $1.2 million. SDG&E explains that
activities in the TY are expected to increase over the base year from which the
forecast was based fence the incremental adjustment. However, we find that
SDG&E does not explain why costs from 2015 increased by around 50 percent in

2016 and so we find it reasonable to agree with ORA that this increase already

58|d. at GOM-20.
59 Exhibit 14 at GOM-22.
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captures the incremental funding being reque sted in this GRC. Therefore, we
find that SDG&E®dGs forecast for Supervision
$0.154 million to $3.839 million.

With regards to Measurement & Regulation, Table 9-5 of Exhibit 404
shows that costs have been increasing evenhiough there was a slight decrease of
$34, 000 between costs in 2014 and 2015. I
forecast incorporates additional costs for RAMP -related mitigations, as well as
increased maintenance from aging station components and growth of the gas
di stribution system. Therefor e, we find S
should be approved.

Summary for O&M costs

To summari ze, we find that al | of SDG&E
approved except for Supervision & Training, which should be reduced from
$3.993 million by $0.154 million to $3.839 million.

7.2.1.3.2. Asset Management and
Operations Management

Costs for both Asset Management and Operations Management were
based on TY2016 recorded costs because base costs are expected to remain
relatively flat. Incremental adjustments were added to Asset Management to
reflect growth in activity to support SDG&
adjustments were also added to Operations and Management to implement
computer terminal -basedtraining and trainin g for instructional design. We
reviewed the forecasts and find them to be reasonable and supported by the
evidence. Parties do not object to SDG&ES®D
Therefore, we find fohAssetMa8nage®dhtios f or ecast s
$2.169million and $4.510 for Operations and Management should both be

approved.

-76-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

7.2.2. Capital
As stated previously, SDG&E®&ds capital f

2017, $91.606 million for 2018, and $110.993 million for 2019. The table below

provides a breakdown of the requested capital costs. As is the case with

SDG&Eds O&M wor kgroups, many of SDG&EdGs ca
same headings, primary functions, activities, and cost drivers as their

corresponding workgroups described and discussed in the SoCalGas portion and

so reference to the SoCalGas section describinghe cost center functions and

activities is made whenever appropriate.
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Capital 201°#0 2018 2019

New Business $6,376,000 $8,217,000 $7,805,000
System Minor Additions,

Relocations & Retirement $3,694,000 $3,694,000 $3,694,000
Meter & Regulator Materials $7,077,000 $7,468,000 $7,283,000
Pressure Betterments $1,695,000 $1,695,000 $1,695,000
Distribution Easements $38,000 $38,000 $38,000
Plpelmg Relocations 0 Freeway& $6.665.000 $6.665,000 $6.665.000
Franchise

Tools & Equipment $2,219,000 $2,219,000 $2,219,000
Code Compliance $2,549,000 $1,149,000 $1,174,000
Replacement of Mains & Services $5968,000| $16,940,000 $26,226,000
Cathodic Protection $5,450,000 $5,656,000 $5,3861,000
zeogt‘;]'g:or Station Improvements $1,688,000 $20,509,000 $25,633,000
CNG Station Upgrades $0 $2,617,000 $2,617,000
Local Engineering $7,247,000 $14,739,000 $20,083,000
Total $50,666,000 $91,606,000 $110,993,000

7.2.2.1. New Business

Seesection 7.1.3.1in the SoCalGas section. For SDG&ENew Business
costs were forecast using a zerebased methodology.

7.2.2.2. System Minor Additions, Relocations,

and Retirement
This workgroup covers expenditures not covered in other cost categories

that are required to maintain continued integrity of the gas distribution system.

Examples of activities are gas distribution main and service additions,

60 The followin g 2017 capital forecasts were revised to the following amounts in the Update
Testimony (Exhibit 514) at Attachment |: New Business $8.078 million, System Minor Additions,
Relocations & Retirement $8.838 million, Meter Regulator Materials $2.664, Pressure Btterment
$0.800 million, Pipeline Relocations d Freeway & Franchise $15.341 million, Tools & Equipment
$2.565 million, Code Compliance $1.840 million, Replacement of Mains & Services
$16.151million, Cathodic Protection $7.705 million, Regulator Station | mprovements & Other
$2.337 million, CNG Station Upgrades $0.406 million, Local Engineering $8.994 million.
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relocations, and abandonments due to customer requests. Costs were forecast
using a five-year historical average.

7.2.2.3. Meter and Regulator Materials
This workgroup is responsible for the capital material expenses for

purchasing new residential, commercial, and industrial gas meters and pressure
regulators. Meters and regulators are generally installed or replaced due to new
business installations, routine replacements, and planned meter and regulator
replacements. Costs were forecast using a zerebased methodology.

7.2.2.4. Pressure Betterments
See section 7.1.3.4n the SoCalGas section. Similar to SoCalGas, costs

were forecast using a five-year historical average.

7.2.2.5. Distribution Easement

This workgroup provides funding for easements on private property or
public lands. This includes survey and mapping, document research and
preparation, and negotiations in addition to easem ent acquisitions. A three-year
average was utilized due to fluctuations from year to year.

7.2.2.6. Pipeline Relocations i Freeway and
Franchise

See sections 7.1.3.%nd 7.1.3.10in the SoCalGas section. Similar to
SoCalGas, costs were forecast using a fiveyear historical average.

7.2.2.7. Tools and Equipment
See section 7.1.3.13n the SoCalGas section under thedCapital Toolso

heading. For SDG&E, costs were forecast using a fiveyear average instead of a
linear trend.

7.2.2.8. Code Compliance

This project provides funding fo r upgrades and additions to facilities to

maintain compliance with minimum federal and state safety standards for gas
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pipelines, in particular , those prescribed under 49 Code of Federal Regulations
8192 and GO 112F. Costs were forecast using a threeyear average plus
incremental additions.

7.2.2.9. Replacement of Mains and Services
See sections 7.1.3.4nd 7.1.3.5in the SoCalGas section. SDG&E utilized a

three-year average to develop its forecasts whereas SoCalGas utilized a fiveyear

average.

7.2.2.10. Cathodic Protect ion
See section 7.1.3.8n the SoCalGas section. Similar to SoCalGas, SDG&E

developed its forecasts for Cathodic Protection utilizing a five -year liner trend.

7.2.2.11. Regulator Station Improvements and
Other

This project provides funding for capital projects not captured in other
workgroups that improve safety, compliance with regulations, and improvement
to performance and reliability. Examples are upgrades to gas distribution
fittings, valves, regulator stations, and other safety improvements to the gas
distribution facilities. A three -year average was utilized to develop the forecasts.
Certain RAMP -related upgrades and improvements are also included in this
project as incremental additions to the base forecast.

7.2.2.12. CNG Station Upgrades
The Compressed Natural Gas (CNG) project will provide installations and

upgrades to public access CNG stations that serve the use of CNG vehicles in
Southern California. According to SDG&E, CNG stations are used by private
vehicle owners, military base vehicles, refuse trucks from the City of San Diego,
buses, taxi companies, and private companies. SDG&E plans to add an
additional station each in 2018 and 2019. A zerebased methodology was used to

devel op SDG&EOGs forecasts.
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7.2.2.13. Local Engineering
This project will provide a broad range of services in support of field

capital asset construction. Local Engineering is composed technical planning,
project management, and engineering activities. Technical planning and project
management refer to activities in support of a capital project such as planning,
project drawings, third -party services, and estimating work order costs.
Engineering activities refer to activities such as analysis, development of designs
and specifications, assesment impacts, etc. According to SDG&E, costs tend to
fluctuate based on the volume of construction and so a zero-based methodology
was used to develop the forecasts using Lo
expenditures with respect to the total direct e xpenditures across all Gas
Distribution capital budget codes except for Meter and Regulator Materials and
Tools & Equipment.

7.2.2.14. Position of Intervenors
ORA, CUE, and TURN provided comment s t o SDG&EOG6s capital

ORA recommends using 2017 recorded costdor all capital projects and
proposes reductions to the 2019 forecast for Replacement of Mains & Services
and Regulator Station Improvements & Other. ORA also recommends a
different method for calculating Local Engineering costs which results in a lower
forecast for 2018 and 2019.
CUE proposes an increase of $1.844 mil|l
Cathodic Protection and an increase of $3.718 million to the base forecast for
Regulator Stations. CUE also recommends an dditional 25 percent or
$14.71mi | I i on to SDG&Eds forecast for Repl ac
TURN recommends removal of $4,008 in clothing and gear provided

during safety fairs and civic and community events from 2016 costs.
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7.2.2.15. Discussion
O R A ®Rsecommendation to Use 2017Recorded Costs

As i1t did for SoCal Gasd capital project
recorded costs instead of SDG&EOGs 2017 for
capital projects for Gas Distribution. As we discussed in section 7.1.3.17 in the
SoCalGas porion, we find that selectively applying 2017 recorded costs in only
certain instances but not in others may lead to inconsistent results and that it is
not practical to update all data in the GRC because of the vast amounts of data
included in the applicati on. While we recognize that there are instances where it
Is prudent, necessary, and reasonable to apply select updated data in certain
instances. In this case, we find it reasonable and consistent to apply the 2017
forecasts for all the capital projects.

Approved Forecasts

We reviewed al/l of SDG&EOGs proposed cap
proposed costs, underlying activities, cost drivers, and forecast methodologies
utilized to develop the forecasts for 2017, 2018, and 2019. We reviewed the
testimony presented, the accompanying workpapers that provide specific details
each project, pertinent sections of the RAMP report associated with the three
RAMP risks being mitigated, as well as the arguments, recommendations, and
counter-proposals raised by parties in testimony and briefs.

Based on our analysis and review of each proposed project, we find the
following capital projects: (a) New Business; (b) System Minor Additions,

Relocations & Retirement; (c) Meter & Regulator Materials; (d) Pressure
Betterments; (e) Distribution Easements; (f) Pipeline Relocationsd Freeway &

Franchise; (g) Tools & Equipment; (h) Code Compliance; (i) Cathodic Protection;
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and (j) Regulator Stations & Other to be necessary and also find the requested
funding levels for the a bove projects to be reasonable.
The above projects were not opposed by parties except for a proposed
increase by CUE to Cathodic Protection in 2019. For most of the projects,
projected costs for 2017, 2018, and 2019 are close to 2016 recorded costgtwi
significant reductions in costs for System Minor Additions, Relocations &
Retirement and Pipeline Relocations. Costs were somewhat higher for Meter &
Regulator Materials because of increases in new business and for Tools &
Equipment because of activities aimed at mitigating risk to employee and public
safety.
We find that SDG&E provided sufficient evidence to support and justify
the above-mentioned projects and we find that these projects support system
reliability of SDG&EQ§ pronmpta safetg,iarslhacassanyt i on sy
services to its customers. We also find the various forecast methodologies
utilized to be reasonable and find that the requested forecasts should be
approved.
CUE proposes an increase of $far. 844 mi | |
Cathodic Protection in 2019 citing lagging performance in Cathodic Protection
efforts. SDG&E cited various activities that it has undertaken in recent years
including proposed enhancements pursuant to the RAMP process. We find that
SDG&EOGOs reedeppumasteel v addresses and refutes
was not supported by more substantive and factual data and information.
ORA does not object to the 2018 forecast for Regulator Stations but
recommends the same funding level for 2019. The base epense for Regulator
Stations & Other is $0.762 million for 2017, 2018, and 2019, which is around the

same level as 2016 recorded costs of $0.624 millionA m ajority of the forecast
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however consists of funding for four proposed projects that are RAMP -related.
These are the Dresser Mechanical Coupling Removal, Oil Drip Piping Removal,
Replacement of Buried Piping and Vaults, and the Closed Valves Between
Medium -Pressure and High-Pressure Systems (Closed Valves Project) that will
verify, excavate, and replace closed and locked valves currently connecting
high-pressure piping to medium -pressure piping in order to improve the safety
and reliability of the system. ORA does not object to the necessity of funding
level for proposed projects but notes that the Close Valves Project will not be
completed until 2022 which SDG&E affirmed. However, funding for the project
will still be necessary for the portion of the project that is scheduled for this GRC
cycle. The Commission recognizes that largescale projects begin in one GRC
cycle are sometimes completed in another GRC cycle. While the project will not
be in service at the end of this GRC cycle, the funds authorized will be captured
in Allowance for Funds Used During Construction. CUE proposes an increase of
$3.718 million to the base funding for Regulator Stations but we find this
unnecessary at this time in light of the four incremental RAMP -related projects
that are being authorized and prioritized.
replacement program for regulators and related infrastructure schedules
replacement of parts at regular intervals which, according to SDG&E, has proven

useful in extending the useful lives of regulators and related infrastructure. 61

Based on the above, we find it reasonableto@ pr ove SDG&EOGOs f or ecas

Regulator Stations & Other.

61 Exhibit 14 at GOM-42.
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Modified Forecasts

We find that SDG&Eds forecasts for Repl
Local Engineering should be modified as discussed below.

ORA does not object to the 2018 forecast for Replacemnt Mains & Services
but recommends the same funding level for 2019. ORA states that SDG&E does
not justify a 55 percent increase in the 2019 forecast relative to 2018.
TableGOM-12 provides a breakdown of SDG&Eds r .
Replacement Mains & Services in 2018, and 20192 The table shows that base
expenses are projected to be the same but costs for Vintage Steel Replacement of
$5.486 million in 2018 are projected to increase to $7.387 million in 2019 and costs
for Pre-1933 Threaded Steel Replaegment of $7.386 million in 2018 are projected
to increase to $14.771 million in 2019. We find the projected increase in costs for
Vintage Steel Replacement to be reasonable but find the projected increase in
costs for Pre 1933 Threaded Steel Replacementni 2019 to around double the
amount projected for 2018 is not adequately supported by the evidence
presented by SDG&E despite the schedules and funding levels it submitted,
especially considering that $0 was projected for 2017. Instead, we find it more
reasonable to authorize the same funding level of $7.386 million for Pre-1933
Threaded Steel Replacements for both 2018 and 2019 to ensure that SDG&E will
be better able to accomplish the projected work in both years. In addition,

SDG&E did not present compelling arguments why the level of work projected
for 2019 needs to be completed by that time and why it did not begin the work in
2017 if it was such a high priority. CUE proposes an increase of $11.308 million

62]d. at GOM-31.
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to SDG&EOGds request ed a mgeaifortsimiaoreasoAsO 19 whi ch
explained above in addressing ORAOs recomn
forecast. Based on the above, we find tha
and 2018 for Replacement Mains & Services should be approved but find that the
2019 forecast should be reduced from $26.226 million to $18.85 million.

For Local Engineering, we agree that costs are influenced by the total
construction costs and agree with the methodology used of applying the average
percentage of Local Engineering costs to the total construction costs with
exclusions to costs for Meter and Regulator Materials and Tools & Equipment.
We also have no objections to the incremental costs for the cathodic protection
system evaluation.

However, SDG&E applied the average percentage of Local Engineering
costs relative to total construction from 2012 to 2016 whereas ORA recommends
using the average ratio from 2014 to 2017. ORA presents the percentages from
2012 to 2017 in Exhibit 404 which are 23.9ercent, 24.6percent, 19.8 percent,
18.4percent, 21.7percent, and 14.62percent respectively.63 We reviewed the
above percentages and find that there appears to be a significant enough
difference in the percentages from 2012 and 2013 as compared to other years.
SDG&E states tha ORA does not present any evidence to support its
recommendation but neither does it present sufficient evidence to explain the
change in percentage level from 2014 onwards. Between SDG&E and ORA, we
find that SDG&E has the burden of supporting its forec asts and proposed costs.

However, consistent with the period for the forecast methodology, we find it

63 Exhibit 404 at 37.
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reasonable to only include the average percentages from 2015 to 2017, which is

18.24 percent. Therefore, we find it reas
methodology for Local Engineering by applying a n 18.24percent multiplier

instead of 21.40percent to direct capital expenditures net of Regulator Materials

and Tools & Equipment. SDG&E should re-calculate its forecasts using the

above multiplier.

Regading the request for CNG Station Upgrades, we find that the request
includes the addition of new refueling stations in 2018 and 2019 as discussed in
section 7.2.2.12. We find that these additions are not upgrades to existing
stations. In addition, we fi nd that the addition of new refueling stations is not
supported by the procurement of additional vehicles. The procurement of new
NGVs is discussed in the Fleet Services section. Therefore, we find it reasonable
to deny to requested amounts for CNG Station Upgrades of $2.617 million each
for 2018 and 20194

Other Issues

TURN raises the same argument as it did in the SoCalGas portion
concerning clothing and other gear contain
(excluding uniforms and hard hats) and argues that these should not be funded
by ratepayers. For Gas Distribution, the amount in question for 2016 was
$4,008¢5 We make the same findings and conclusions as we did in the SoCalGas
section concerning these items that are used at safety fairs and other civicand

community events so customers and other members of the public can easily

64 O&M funding for existing CNG stations was authorized under Gas Distribution & Field
Operations, Measurement and Regulation.

65 Exhibit 494 at 77 to 78.
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identify SoCalGas employees in case they have questions or concerns. In this

case, the amount in question is also a nominal amount which we find to be

reasonable. Basedonthe bove, we find it reasonabl e 1t
to remove $4,008 for clothing and gear from 2016 costs.

8. Gas System Integrity
Gas System Integrity is the division/business unit responsible for creating

and issuing policies and standards that establish and validate compliance with
laws, regulations, internal policies, and best practices. It works closely with
other business units towards a shared goal of providing clean, safe, and reliable
natural gas service at reasonable rates.

8.1. SoCalGas
The total forecast for TY2019 is $32.904 million which is $19.936 million

greater than base year levels. This is inclusive of $0.204 million in savings from
FOF. Pursuant to D.1606-054, costs associated with the Aliso Canyon gas leak
incident are not included in th e forecast and are removed from historical
information used by impacted witnesses.

Certain costs included in this section are RAMP-related costs supporting
activities that mitigate key risks identified in the RAMP Report. The key risks
being mitigated are catastrophic damage involving third -party dig -ins, safety,
catastrophic damage involving high -pressure and medium-pressure pipeline
failure, workforce planning and records management. RAMP -related costs are
estimated at $22.753 million with $14.913 million representing incremental costs
associated with increased risk mitigation efforts associated with the RAMP
process.

SoCalGas is also requesting $34.970 million in 2017, $38.000 million in
2018, and $36.223 million in 2019 for IFrelated capital projects.
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8.1.1. Non-Shared Costs
Total non-shared costs forecast for TY2019 is $15.640 millio% which is

$10.865 million higher than 2016 adjusted, recorded costs.

8.1.1.1. Gas Operations Staff & Training
The forecast for Gas Operations Staff & Training is $4.734 million using the

base year as a basis and then adding incremental costs. Activities in this category
consist of various trainings necessary to follow and comply with applicable laws,
regulations and standards, and to help maintain the safety of the workforce and
the public. Leadership training and training to develop various technical skills

are also included in this category.

8.1.1.2. Pipeline Safety & Compliance
The forecast for Pipeline Safety & Compliance is $2.890 million and was

derived usin g base year costs plus incremental funding. This group is the lead
for responding to and complyingwith t h e C o mmiSafetyiandrElfacement
Division (SED) audits, communications, and inquiries. The group also serves as
a centralized gas information center for SoCalGas and includes the Quality and
Risk Management group that performs quality assurance and quality control
activities for pipeline safety and compliance activities on gas utility assets.

8.1.1.3. Damage Prevention
The forecast for Technical Servicess $1.81 million. 67 This category

includes implementation of a federally mandated Public Awareness Program 68

66 This includes an adjustment of $42,000 in the Update Testimony for the public awareness
forecast and $2,000 rounding for Gas Ops Staff & Training and Asset Management.

67 The forecast for Technical was revised from $1.641 to $1.681 in the Update Testimony (Exhibit
514) at Attachment H.

68 Prescribed in 49 CFR § 192.616.
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that provides certain risk mitigation measures for enhanced public safety. The
program must be comprehensive to reach all areas which SoCalGas trasports
gas and must include activities to advise municipalities, school districts,
businesses, and residents of pipeline facility locations. SoCalGas also intends to
boost awareness activities to lower the number of damages to its system and to
especially mitigate third -party damages.
8.1.1.4. Asset Management

The forecast for Asset Management is $2.503 million using a fiveyear
average. Asset and data management require computerbased work
management and document management systems and technical computing
management and support systems. Part of the activities includes maintaining
and upgrading software applications.

8.1.1.5. Gas Contractor Controls
The forecast for Gas Contractor Controls is $3.830 million using a

zero-based method because this department is relativelynew. The Gas Control
Controls department formulates and promote policy related to construction
contractor safety and pipeline safety and quality oversight.

8.1.2. Shared Costs
Total shared costs forecast for TY2019 i$17.306 million which is

$9.113million hig her than 2016 adjusted, recorded costs. The cost categories for
shared services are identical to those in the nonshared services section but the
activities representing the shared services differ.

8.1.2.1. Gas Operations Staff & Training
The forecast for Gas Operations Staff & Training is $1.364 million. This

includes cost centers for: (a) the VP of System Integrity and Asset Management
which provides leadership, guidance, and policies and includes both labor and

non-labor costs; (b) Field Technologies which evaluates new tools and
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technologies that enhance or replace existing processes or tools to provide
enhanced benefits such as improved efficiency and improved safety; and (c) Gas
System Integrity Staff & Programs which includes salaries of a director and staff
as well as supplies and materials. All costs were forecast using a fiveyear
average plus incremental costs.

8.1.2.2. Pipeline Safety & Compliance
The forecast for Pipeline Safety & Compliance is $4.593 million. Cost

centers included in the forecast are: (a) Pipeline Safety Oversight which provides
centralized incident evaluation through monitoring and documenting the
progress of corrective actions and monitoring of compliance with federal and
state regulatory requirements; (b) Pipeline Safety & Compliance Manager which
serves as the point of contact with SED and audits and manages responses to
SED inquiries and includes labor and non-labor costs; (c) Operator Qualification
which schedules qualification activities, reviews and audits contractor

gualificati on programs, keeps qualification records, and monitors records for
possible compliance issues; and (d) Quality Risk which performs quality
assurance and quality control activities for various pipeline safety and
compliance activities on gas utility assets. All the forecasts were prepared
utilizing a base year plus incremental costs method.

8.1.2.3. Damage Prevention
The forecast for Damage Prevention is $2.383 million. Cost centers

included here are: (a) Shared Public Awareness Activities which conducts
centralmanagement of SoCal Gasd and SDG&EOds Pub
(b) Pipeline Systems Construction Policy which develops system-wide policies

and practices concerning high-pressure construction and a damage prevention

program focusing on preventing excavaton damages t o SoCal Gas®d
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pipelines. The forecasts were developed using base year plus increments and a
five -year average respectively.

8.1.2.4. Asset Management
The forecast for Asset Management is $6.416 million. Included costs

centers are: (a) Business Process Enterprise System Support (ESS)
Implementation and Mobile Support which is responsible for material
traceability, management and development of departmental websites;

(b) Applications which provides support for computer programs and systems

not covered by the Information Technology group; (c) ESS Production Support
which develops and maintains business applications that are used to support
Gas Transmission and Gas Storage operations; (d) Work Management and
Databases which provide operational system support to field and other
functions; (e) Contract Maintenance which is responsible for software licenses
and maintenance contracts that support the systems and applications of various
organizations; and (f) Enterprise Geographic Information System (Gl S) which
gathers data sets addressed by the GIS system and includes synchronization of
GIS and high-pressure pipeline database. All the forecasts were developed using
a five-year average with incremental costs being added for expanded work and
additional staffing and resources.

8.1.2.5. Gas Contractor Controls
The forecast for Gas Contractor Controls is $2.550 million. This

organization provides a centralized records management and program
organization of daily tasks and activities that are performed. The forecast was
developed using a zero-based methodology because the program was newly

created in late 2016.
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8.1.3. IT Business Unit Capital Projects
SoCalGas is requesting $34.970 million in 2017, $38.000 million in 2018, and

$36.223 million in 2019 for IT-related capital projects. Appendix B of Exhibit 84
contains a list of the 29 IT-related projects being requested. Detailed descriptions
of each project are included in the capital workpapers of Exhibit 302.¢° The
projects include RAMP -related incremental upgrades and various IT upgrades
that provide increased functionality, customization, and migration from obsolete
systems or systems that are no longer supported.

8.1.4. Position of Intervenors
Comments regarding this section were provided by ORA, CUE, and OSA.

For both shared and non-shared costs, ORA recommends using the 2016
adjusted, recorded amount as the basis for costs rather than the various methods
utilized by SoCalGas. ORA does recognize that increased costs may result due to
new programs and require ments and adds the incremental costs to the 2016 costs
resulting in $4.775 million recorded costs plus $2.683 million incremental costs
for non-shared and $8.193 million recorded costs plus $3.198 million incremental
costs for shared services resulting ina total recommended amount of
$18.853million 70 compared to the $32.904 million requested by SoCalGas.

CUE does not contest any of the proposed costs in this section but initially
recommended that the Commission direct SoCalGas to implement proposed

trainin g or alternatively, make the proposed training subject to a one-way

69 Exhibit 302 at 551 to 818.
70 Exhibit 407 at 10.
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bal ancing account treatment. This request
opening brief.
OSA makes a number of related recommendations which centers on
SoCalGas being required to implement American Pipeline Institute (API)
Recommended Practice (RP) 1173 and recommendations for making the Pipeline
Safety Management System (PSMS) more effective and including the PSMS as
part of the next RAMP filing as well as requiring a third -party audit of
implementation before the filing of its next GRC application.

8.1.5. Discussion
We first reviewed ORA®Os recommended met

costs as the basis for the forecast and then adding the incremental costs requested
by SoCalGas. ORA does not indcate that it disputes any of these incremental
costs and even recommends that both nonshared and shared incremental
activities be approved.”t ORA then adds $2.683 million of incremental costs for
non-shared and $3.198 million incremental costs for sharedservices or a total of
$5.881 million.

However, ORA does not indicate or explain how it derived these
incremental cost totals or whether it ignored incremental costs associated with
RAMP. We reviewed the forecast cappdars and
to be incorrect. For example, the RAMP incremental costs alone total
$14.913million. SoCalGas also clarifies this point and submitted tables showing

that the incremental adjustment it requests for non -shared sevices total

71 Exhibit 407 at 9.
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$10.970million and for shared services the total is $7.198 million”2 Usi ng ORAO® s
methodology of base year plus applying the corrected incremental costs results

in a total TY2019 forecast of $31.136 million for Gas System Integrity which is not

too far removed from the $32.904being requested by SoCalGas. Therefore, we

find it reasonable to deny ORAOs recommend
based on incorrect incremental costs.

SoCalGas utilized various forecast methodologies in this section but most
of the forecasts utilized either the base year or five-year average as the basis from
which incremental costs were then added. As shown in Table 12-4 of Exhibit
407 3 total costs from 2012 to 2016 do not have much variance. Following this,
we find that using either base year or the five-year average as the basis for
TY2019 forecasts is reasonable as either method produces relatively similar
results. The key element to consider therefore is whether the incremental costs
are justified.

Reviewing the incremental costs described in Exhibit 84, we note that most
of the costs are RAMPrelated with $14.913 million out of the $18.168 total
representing RAMP -related incremental costs. We reviewed the activities
relating to RAMP and find that aside from new programs, many of the risk
mitiga tion and safety-related activities that were already being performed
historically are being enhanced, especially activities relating to the prevention of
damage from third -parties. In addition, this section seeks to address relatively

more RAMP risks than are being addressed in other sections in this decision

72 Exhibit 86 Appendix A .
73 Exhibit 407 at 7.
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leading to more enhanced risk mitigation activities and in turn, more costs. In
addition to the RAMP -related costs, other incremental costs are due to new
programs being implemented and programs and activities to address new
regulatory requirements.
Based on the above, we find the incremental costs requested to be
reasonable and supported by the testimony submitted. We also have no
objection to the zero-based methods used for Gas Contractor Controks as this
program is relatively new. We therefore have no recommended adjustments to
SoCal Gasd forecasts and find that the requ
TY2019 should be authorized.
Regarding CUEGs recommendati ongreeoncer ni
with SoCalGas that a oneway balancing account to record training costs is not
necessary at this time to allow for a certain degree of flexibility as we continue to
evaluate and make refinements to the RAMP process which is being integrated
into the GRC for the first time. Also, pursuant to Pub. Util. Code § 591,74the
proposed trainingmust be i ncl uded in SoCal Gasd Ri sk S
Accountability Reports as ordered by D.16-06-05475 The training costs that will
be authorized in this decision will be submitted as part of the above reports
along with a comparison of what was spent and an explanation regarding any

discrepancy.

74 Pub. Util. Code § 591 (a): The commission shall require an electrical or gas corporation to
annually notify the commission, as part of an ongoing proceeding or in a report otherwise
required to be submitted to the commissions, of each time since that notification was last
provided that capital or expense revenue authorized by the commission for maintenance,
safety, or reliability was redirected by the electrical or gas corporation to other purposes.

75D.16-06-054 OP 11(d) at 331 to 332.
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With regards to OSAOG6s recommendati ons,
proactively working, on a voluntary basis, towards the implem entation of a
PSMS following the recommendations in APl RP 1173.76 SoCalGas further states
that the plan is still in development and that elements thereof are more
prudently reviewed first at a high level. SoCalGas adds that implementation
should not be rushed to avoid implementation pitfalls. We support and share
OSA' s goals to advocate for the i mprovement
although as SoCalGas points out, APl RP1173 is not a required practice and
some key elements thereof are already being applied by SoCalGas. We agree
with SoCalGas that implementing a systemwide PSMS should first be reviewed
thoroughly and that a detailed plan must be developed before implementation.
Thus, rather than directing and requiring immediate implementation, we find
that SoCalGas should instead be directed to submit testimony in its next GRC
concerning its findings and the development of its plans concerning the
establishment of a systemwi de PSMS. We al so note that
recommendations focus on safety culture enhancements and practices and not
revenue requirements . We find that these are better
RAMP filing and | ook forward to OSAG8s cont
next RAMP and GRC applications.

To summarize, we find that SoCalGas TY2019 forecasts of $15.640 million
for non-shared costs and $17.306 million for shared costs are reasonable and

should be approved.

76 Exhibit 86 at OR-17 to 20.
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We reviewed each of the 29 IT-related capital projects being requested by
SoCalGas and find the projects to be necessary and supported by the evidence
presented with the exception of two projects namely the Click Enhancement
Project ($5.137 million in 2017, $3.898 million in 2018, and $2.000 million in 2019)
and the Field Data Collection with eForm project ($1.903 million each for 2018
and 2019). For these two disapproved prgects, SoCalGas seeks to improve on
the existing IT but fails to explain why those systems are no longer adequate to
complete the same tasks. SoCalGas states that the projects will make tasks easier
or improve certain aspects but provides insufficient det ail in its workpapers to
show that the current systems are unable to perform the same tasks or how the
improvements will change the performance capabilities of the existing systems.
Therefore, we find it reasonable to deny the above-named projects which results
in $29.833 million in 2017, $32.199 million in 2018, and $32.320 million in 2019
that should be approved.

8.2. SDG&E
SDG&EOGs tot al forecast for TY2019 is $1

greater than recorded costs of $0.151 million in 2016. Aportion of the requested
costs are for RAMP-related projects and activities to mitigate key risks identified
in the RAMP Report. The key risks being mitigated are: (a) catastrophic damage
involving third -party dig -ins; (b) employee, contrador, and public safety, and
(c) records management. RAMP-related costs, which are estimated at $.352
million, with $1.227 million representing incremental costs.

SDG&E is also requesting $.110million in 2017 for the Gas Operations

Performance Analytics Phase 3 projed.
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8.2.1. Non-Shared Costs
Total non-shared costs for TY2019 is $0.958 million and is $0.807 million

higher than 2016 recorded costs. Nonshared costs are composed of Asset
Management, Pipeline Safety & Compliance, and Damage Prevention and the
forecasts for TY219 are $0.127 million, $0.106 million, and $0.726 million
respectively.

Asset Management

Costs were forecast using a zerebased method because this activity does
not have historical costs. SoCalGas plans to implement a companywide pipeline
safety management system that complies with API RP 1173 on a voluntary basis.

Pipeline Safety & Compliance

Costs were forecast using a base year method plus incremental additions
for increased program and field audits, data requests, field visits, and
discussions with SED about best practices.

Damage Prevention

Costs were developed using an adjusted forecast as SDG&E plans to
increase the volume of current efforts relating to public awareness programs that
aim to reduce damage t o SDGHrEeSsOthery st ems ca
activities conducted are the same as those described in section 8.1.1.3 in the
SoCalGas section.

8.2.2. Shared Costs
Shared costs of $0.600 million are for Codes and Standards which supports

the development and integration of gas standards for SDG&E and SoCalGas.
Gas standards policies help the two utilities meet and comply with regulatory
obligations, allow for information exchange, and provide consistency with

respect to gas standards. Costs were forecast using a zerbased methodology.
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8.2.3. IT Busine ss Unit Capital Projects
SDG&E is requesting $0.110million in 2017 for the Gas Operations

Performance Analytics Phase 3 project. The project will expand the existing
reporting platform that will provide more robust and easy to use reports as well
as othe operational efficiencies.

8.2.4. Discussion
Comments were provided by OSA, ORA, and CUE.

OSA makes the same recommendations concerning the implementation of
API RP 1173 and making PSMS as part of the next RAMP filing as well as
requiring a third -party audit of implementation before the next GRC filing. And
we make the same findings and conclusions as we discussed in the SoCalGas

section under section 8.1.4. API RP 1173 is not a required practice but SDG&E is

implementing these standards on a voluntary basis. Al so, many of OSAOG:
recommendati ons are better addressed in SO
encourage OSAOds participation in that proc
GRC.

ORA recommends reducing costs for Damage Prevention ($0.726 million)
to $0.375 million while CUE recommends increasing it to $1 million.
ORA recommends using the highest recorded cost during the last five
years but most of the TY2019 forecast are for incremental activities for increased
risk mitigation efforts to reduce damage caused by third -parties. Thus, we find
t hat ORA®Gs analysis does not take into con
from the RAMP process which is being incorporated into the GRC for the first
ti me. As a result, we find SDG&EOG6s foreca
On the other hand, CUE recommends $1 million for increased 811

advertising under Damage Prevention. Howe
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balance spending between the advertising activities and Locate and Mark

activities under the Gas Distribution section that inc lude locating and marking

underground pipelines, conducting job observations, and performing pothole

operations and depth check. Both activities contribute to reducing damage from

third -party dig-i ns and we find SDG&Eds approach of

both activities to be reasonabl e. Thus, w

SDG&Eds requested amount i s not necessary
To summari ze, we find SDG&E®&ds total TY2

O&M costs reasonable and should be approved. We r evi ewed SDG&EOGS

for an IT-related capital project and find the request reasonable and should be

approved. No party objected to the proposed project.

9. Gas Transmission Operations  (O&M)
This section addresses the dayto-day expenses associated wih operating

and maintaining Applicantsd natural gas tr
covers O&M expenses. Capital costs are addressed in section 10 of the decision.

9.1. SoCalGas
SoCal Gasd Gas Transmission organization

operation of approximately 2,918 miles of high -pressure gas pipeline and nine
compressor stations.’”?” Aside, from operating safely, the Gas Transmission
organization also aims to comply with legal and regulatory requirements and

provide customers with reliable n atural gas service at a reasonable cost.

77 According to SoCalGas, the Department of Transportation (DOT) uses engineering criteria to
define transmission lines as opposed to the functional approach utilized by SoCalGas and so the
l ength of SoCal GafsréntugiemgDOPpstapdartisi ne i s di f
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The total forecast for Gas Transmission perations for TY2019 is
$51.934million which includes $5.095 million in savings from FOF initiatives and
excludes costs relating to the Aliso Canyon gas leak incident pursuant to
D.16-06-054. All costs were forecast using a fiveyear average and are adjusted
for future period incremental changes as applicable. Certain costs are associated
with risks identified in the RAMP Report. Key risks identified relate to
catastrophic damage involving high -pressure pipeline failure and activities to
mitigate these risks are include activities relating to pipeline operation and
technical services. Mitigation activities that are RAMP -related are estimated at
$23.923 million.

9.1.1. Non-Shared Costs
9.1.1.1. Gas Transmission Pipelines
The forecast for Gas Transmission Pipelines is $14.463 million which is

$3.229 million less than 2016 adjusted, recorded costs. Incremental costs for
support staffing, leakage investigation and mitigation, cathodic p rotection
maintenance and repair, and incremental maintenance were added to the
five -year historical average.

The Gas Transmission Pipelines group is responsible for safe dayto-day
operation and maintenance of gas transmission pipeline facilities and related
infrastructure. This includes maintaining equipment at pipeline receipt points,
valve control stations, delivery transfer points, monitoring and control facilities,
etc. This group also performs leak surveys of all transmission pipeline facilities,
develops and implements gas handling procedures, investigates gas quality

issues, provides emergency services, and other related functions.
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9.1.1.2. Compressor Stations
The forecast for Compressor Stations is$9.988 million which is

$0.256million more than 2016 adjusted, recorded costs. Incremental costs for
various support staffing were added to the five -year historical average.

The Compressor Stations group is responsible for safe and reliable
day-to-day operation and maintenance of nine compressor station facilities and
related infrastructure. This includes maintenance of compressor engines,
ancillary equipment, monitoring, metering, and control facilities, and other
related equipment. The group is also responsible for developing gas
compression O&M procedu res, air emission monitoring and testing, conducting
inspections, maintaining round -the-clock staffing to respond to compression
operation issues, and other related functions.

9.1.1.3. Technical Services
The forecast for Technical Services is $6.467 million which is

$24.581million more than 2016 adjusted, recorded expenses. Incremental costs
for staffing, satellite monitoring, rights -of-way maintenance, high consequence
area (HCA) mitigation, and system reliability project abandonment recovery.
Technical Services activities include design engineering, instrumentation,
project support, and environmental services in support of day -to-day operations
and maintenance of SoCal Gasd gas transmiss
also responsible for right-of-way mainte nance, onsite technical expertise and
troubleshooting of technical issues.

9.1.1.4. Positions of Intervenors
ORA and TURN object to the forecast for Technical Services but do not

oppose the forecasts for Gas Transmission Pipelines and Compressor Stations.
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ORA recommends using a five-year average for Technical Services which
is $2.229 million. ORA objects to the incremental cost drivers and argues that
these activities are routine in nature and part of day -to-day expenses incurred by
a gas transmission and storagecompany for its operations. 78 ORA also
specifically objects to the HCA mitigation and the system reliability project
abandonment recovery associated with the North -South project.

TURN objects to the forecast for Technical Services and recommends
disallowan ce of incremental spending for HCA mitigation, rights -of-way
maintenance, and the Southern Gas System Reliability Project abandonment
recovery which relate to the denied application for the North -South pipeline.

Instead, TURN recommends using a five-year average from 2013 to 2017 which

results in $2.376 million or a reduct i

9.1.1.5. Discussion

We reviewed SoCal Gasd forecasts for

Compressor Stations and find these to be reasonable and suppoted by the
evidence presented. The amounts requested approximate or are less than base
year adjusted, recorded expenses. SoCalGas also provided sufficient testimony
concerning the incremental cost drivers and parties did not object to the
forecasts. Theefore, we find that the requested amounts for Gas Transmission
Pipelines and Compressor Stations should be authorized.

For Technical Services, we find that the appropriate five-year average to

consider is from 2012 to 2016 tom®utlizeposed

2013 to 2017. The proceeding generally relies on historical data up to the base

78 Exhibit 407 at 10 to 12.
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year since the application is filed in 2017 and it is not feasible to update all data
as it becomes available throughout the course of the GRC. We also find hat
select updating of data without sufficient reason or justification may cause
unfairness as other parties can also request the Commission to consider other
updated data selected by parties that favor their position. And while we
recognize that the Commission may at times rely on and utilize select base year
plus 1 data which in this case is 2017 data, we find that these should be limited to
cases when use of such information is reasonable and sufficiently justified.
Therefore, we find that the five -year average that should be considered for
Technical Services is from 2012 to 2016.

We next consider the incremental costs requested by SoCalGas which are:

Technical Support Staffing : $0.056 million

Satellite M onitoring : $0.050 million

HCA Mitigation : $12.@0M0 million

Contracts and Procurement Support Staffing : $0.181 million
Rights -of-Way M aintenance: $5.000 million

North -South Project Abandonment Recovery: $7.162 million

SoCalGas argues that the above are incremental costs and provide
testimony explaining why. Our approach is to examine each one rather than
rejecting all of them outright as ORA recommends. We agree that some of the
activities proposed are in addition to or incremental to historical costs and that
there may be RAMP-related activities that justify the incremental funding.

We reviewed the testimony concerning technical support staffing, satellite
monitoring, and contracts and procurement support staffing and find that the
incremental funding being requested for these are supported by the evidence.
The incremental cost driver concerning the need for additional staffing is similar
to requests for the same in other cost categories that are discussed in this section.

We also find that the amount corresponding to satellite monitoring w as
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adequately explained and justified by SoCa
increments for these activities should be approved.
With regards to HCA mitigation and rights -of-way maintenance, SoCalGas
states that the incremental funding requested is associated with mitigating a risk
that was identified in the RAMP report which is catastrophic damage involving
high-pr essure pipeline failure. SoCal Gasd t e
rights -of-way maintenance and HCA mitigation and that it is requi red to
remediate or replace pipeline within two years of a class location change due to
encroachment on transmission pipelines.
Recorded costs for HCA mitigation from 2012 to 2016 range from $0 to
$2.224 million with an annual average of $0.785 million.”® For rights-of-way
maintenance, SoCalGas explains that the annual budget has been approximately
$1.5 million but a single project for removal of an abandoned pipeline can
potentially consume this amount depending on the amount of abandoned
pipeline to be removed.80
However, as is the case with many activities that are now designated as
being RAMP -related, HCA mitigation and rights -of-way maintenance are
activities that were already being performed by SoCalGas prior to the RAMP
process. Andfromourrevi ew of SoCal Gasd testi mony anq
in briefs, we find that SoCalGas did not sufficiently explain and justify why
incremental funding over historical costs is necessary for these two areas such as

increased mitigation efforts and activitie s due to RAMP or other reasons.

79 Exhibit 407 at 15.
80 Exhibit 26 at EAM-5.
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SoCalGas did argue that some of the cost drivers for rights-of-way
mitigation are not routine , such as removal of previously abandoned pipelines,
span repainting after wildfires, and repair of pipe exposures and road washo uts
after significant rainfall. 81 In recognition of these non-routine activities as well as
consideration of a general increase in mitigation activities resulting from the
RAMP process, we find that an increment of $1.5 million for rights -of-way
maintenance representing costs that are 100 percent above the annual average is
reasonable. For HCA mitigation, we find that authorizing the highest level of
spending during the last five years which is $2.224 million instead of the annual
average of $0.785 millionis reasonable. This results in an increment of $1.439 for
HCA mitigation.

With respect to the $7.162 million requested for the North -South project
abandonment recovery, Exhibit 24 refers us to the joint testimony of withesses
Bermel and Musich in Exhibit 3B2whi ch covers SoCal Gasd r eq!l
recovery for the North -South project addressed in section 10 of this decision.
Therefore, we reject the request made in this section and address this issue in
section 10. SoCalGas argues that the request madm this section is for O&M
costs and is distinct from the request made in Exhibit 30,83 but its testimony in
Exhibit 24 says otherwise. I n any case, S
provide sufficient grounds to support its request and we therefo re find that the

request in this section should be denied.

81 SoCalGas and SDG&E Opening Brief at 73.
82 Exhibit 24 at EAM-18.
83 Exhibit 26 at EAM-8.
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To summarize, we findthat SoCalGas d requested amount of
$26.467million for Technical Services should be reduced by $21.223million
representing reductions of $10.561million for HCA mitigation, $ 3.5 million for
rights -of-way maintenance, and $7.162 million for the North -South project
abatement recovery. This results in an amount of $.244million that should be
approved for Technical Services.

9.1.2. Shared Costs
SoCal Gasd® managementsupe@rnsaennel SPIGREIdOGe g

transmission operations. A total of $1.016 million is forecast for shared services
which is $66,000 more than 2016 adjusted, recorded expenses. These costs
represent salaries and expenses relating to the provision of shared servie
functions and are comprised of three cost center organizations. All shared
services related to gas transmission are performed by SoCalGas and costs are
allocated to SDG&E by each cost center organization. All forecasts were based
on a five-year historical average.

9.1.2.1. Director of Gas Transmission
The Director of Gas Transmission provides overall operational leadership

and is responsible for O&M performance, regulatory compliance, financial
performance, and work measurement reporting. The forecast for TY 2019 is
$0.240 million with 9.31 percent being allocated to SDG&E.

9.1.2.2. Field Operations Managers

Field Operations Managers provide departmental operational leadership,
staffing management, financial and work measurement, performance and
reporting for pipeline and compressor stations, and other related duties. The

forecast for TY2019 is 0.419 million of which 21.01 percent is allocated to SDG&E.
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9.1.2.3. Technical Services Manager
The Technical Services Manager provides departmental operational

leadership, staffing management, and technical support services for both
SoCalGas and SDG&E. The forecast for TY2018 $0.357 million of which
7.14percent is being allocated to SDG&E.

9.1.2.4. Discussion
The total forecast for Shared Services is near base year levels being only

$66,0@ more. Most of the additional costs are from the Field Operations

Managers. Based on our revi ew, we have no
which we find to be supported by the testimony submitted. We also agree with

the forecast methodology utilized as well as the allocation of costs between

SoCalGas and SDG&E which was based on the number of Gas Transmission

organization employees for each of the different shared services cost categories.

ORA is the only other party that provided comments to this se ction and ORA did

not have any issue with SoCal Gasd forecast
find that SoCal Gasd request for Shared Cos
approved.

9.2. SDG&E
SDG&EOGs forecast for TY2019 ilbon@dse. 110 m

than base year adjusted, recorded costs. The forecast represents projected
expenditures for O&M costs in TY2019. Capital-related costs are discussed in
section 10 of the decision. The forecast is inclusive of $52,000 in savings
associated with FOF.

9.2.1. Non-Shared Costs
SDG&Eds Gas Transmission organization d

services activities and so all costs are norshared. There are three operational

functions being supported which are Gas Transmission Pipelines, Compressor

- 109-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

Station, and Technical Services. The functions performed correspond to the three
non-shared services operational functions for SoCalGas which have the same
names and are discussed in the SoCalGas portion in section 9.1.1above. All
forecasts were also derived usng five -year historical averages plus incremental
cost estimates. Thus, in this subsection, we only describe the forecast and
incremental cost drivers. The description of the functions performed by each
cost category corresponds to the SoCalGas portionin section 9.1.1.

Gas Transmission Pipelines

The forecast for TY2019 is $1.839 million. Incremental cost drivers include
staffing, pipeline leakage investigation and mitigation, and right -of-way
maintenance.

Compressor Station

The Forecast for TY2019 is $3.124 million. Incremental cost drivers are
mainly for support staffing.

Technical Services

The forecast for TY2019 is $0.147 million. Incremental cost drivers are for
technical support staffing.

9.2.2. Discussion
We r evi e we slregBdst@gweldas the testimony submitted and

find that the testimony provided is suffic

amounts. The basic activities to be performed are the same as the activities in
SDG&EOGs prior GRCs. T h every different feors basef o r
year levels and the increased amounts are reasonable and adequately explained
by the incremental cost drivers described in testimony. The increased costs are
mainly due to increased staffing due to increased activities and increased risk

mitigation and safety -related activities to be performed. For Gas Transmission
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Pipelines, additional leak detection equipment will be added. We also have no
iIssues with the forecast methodology utilized by SDG&E.

ORA is the only other partythat provi ded comments to SI
for Gas Transmission Operations and ORA di
forecast. Based on the above, we find tha
Transmission Operations of $5.110 million should be adopted.

10. Gas Transmission Capital
This section addresses capital expenditures relating to Gas Transmission

which include pipelines and appurtenances as well as gas compressor stations
which help move gas through transmission pipelines. Applicants state that these
capital projects are required for the safe, reliable, and effective operation of their
Gas Transmission system. In addition, SoCalGas seeks recovery for costs
reasonably incurred in conceiving and pursuing the North -South project which,
according to SoCalGas, was proposed to address a recognized reliability risk.

10.1. SoCalGas
SoCalGas requests $135.413 million in 2017, $181.837 million in 2018, and

$178.776 million in 2019 for Gas Transmission capital projects. In addition,
SoCalGas also requests $7.162 millio each for 2019, 2020, and 2021 to recover
costs for the North-South project which it proposes to spread over the three years
covering this GRC cycle.

The capital projects being proposed include RAMP -related costs totaling
$8.735 million in 2017, $15.951 riflion in 2018, and $11.509 million in 2019. The
RAMP -related projects are linked to mitigating three major safety risks identified

in the RAMP Report. These are catastrophic damage involving high-pressure

-111-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

pipeline failure, physical security of critical gas infrastructure, and climate
change adaptation.84

Risk mitigation efforts associated with RAMP relate to specific projects or
programs. For catastrophic damage involving high -pressure pipeline failure,
SoCalGas plans to derate, conduct pressure tess, or replace sections of pipeline
and conduct preventive maintenance or remediate cathodic protection areas. To
mitigate the risk of physical security of critical gas infrastructure, SoCalGas
proposes projects to upgrade access control and detection caphilities. Finally, to
address risks relating to climate change adaptation, SoCalGas proposes projects
that will help mitigate safety -related threats to gas infrastructure from extreme
weather events, land movement, and erosion such as the installation of strain
gauges near vulnerable gas transmission pipelines that will monitor excessive
stresses.

10.1.1. New Pipeline
This project is for the construction of new pipeline to provide the backbone

and local natural gas transmission system with additional resiliency, ¢ apacity,
and reliability in order to serve load and to provide natural gas reinforcement to
an existing area8® The forecast for this project is $8.543 million for 2017,
$7.383million each for 2018 and 2019 using a fiveyear average.

10.1.2. Pipeline Replacements
This project is for the replacement of existing pipelines due to various

reasons such as condition of the pipeline, class location changes, hazardous

84 These RAMP risks are in Chapters SCG4, SCG6, and SCG9 respectively in the RAMP
Report.

85 Exhibit 30 at MAB-9.
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conditions, etc. The forecast for this project is $30.18 million for 2017,
$26.358million for 2018, and $10.499 million for 2019 using a zerebased
methodology. A summary of projects currently planned or in the process of
being executed are listed in Exhibit 30.86

10.1.3. Pipeline Relocations
Pipeline Relocations occasionally occur because of utility agreements wih

state and local agencies. Locations of pipelines and related facilities may conflict
with California Department of Transportation (Caltrans) construction projects,
property development, municipal public works, street improvements,

rights -of-way, and other contract or franchise agreements. The forecast for this
project is $11.596 million for 2017, $10.476 million for 2018, and $5.922 million for
2019 using a zerebased methodology for freeway relocations and a five -year
average plus incremental for franchise relocations. A summary of projects
currently planned or in the process of being executed are provided in

Exhibit 3087

10.1.4. Compressor Stations
SoCalGas states that many of its compressor stations and sutsystems are

more than 50 years old require significant upgrades and replacements to
maintain operational reliability and system resiliency and also to comply with
environmental regulations. The projects that are being planned were categorized
as small, medium, and large projects based on the projected cats of a project and

include blanket projects comprised of many smaller but related projects. A

86|d. at MAB-11 to 12.
87 Exhibit 30 at MAB-13 to 15.
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majority of the projects are classified as small projects but two large projects are
planned for replacements of the Blythe compressor station and the Ventura
compressor station. SoCalGas also includes costs for decommissioning of the
Cactus City and Desert Center compressor stations which were constructed in
the 1950s and have reached the end of their working lives. The forecast for these
projects is $50.432million for 2017, $103.351million for 2018, and

$116.626million for 2019. A summary and description of the small, medium, and
large projects are listed in Exhibit 30.88

10.1.5. Cathodic Protection
Cathodic Protection equipment is used to preserve the integrity of natural

gas pipelines, mains, service lines, and underground appurtenances by

providing protection against external corrosion. The forecast for Cathodic
Protection projects is $5.000 million for 2017, $6.35 million for 2018, and
$6.658million for 201 9 using a base year forecast methodology because costs are
relatively flat.

10.1.6. Meter & Regulator
The meter and regulator equipment control the flow of natural gas in the

transmission pipelines using valves and regulator stations. This equipment is

then controlled locally or remotely from a central control system. The forecast

for these projects is $.8.938 million each for 2017, 2018, and 2019 using base year
adjusted, recorded costs as the activities in 2016 represent activities that will be

carried out in 2017 to 2019.

88|d. at MAB-17 to 24.
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10.1.7. Auxiliary Equipment
Auxiliary Equipment projects include equipment used to supp ort the gas

transmission system that is not assigned to a specific project. The projects under
this category include physical security upgrades related to RAMP and

equipment to monitor land movement. The forecast for these projects is
$10.710million for 2017, $9.096 million for 2018, and $12.750 million for 2019
using a zero-based methodology.

10.1.8. Position of Intervenors
IS initially stated that SoCalGas did not provide enough supporting

testimony for the Blythe Compressor Modernization project. 8 SoCalGas
subsequently included more detail in its rebuttal testimony 9 and IS did not raise
this specific issue again in briefs.

ORA proposed different recommendations for 2017 costs for New Pipeline,
Pipeline Replacement, Pipeline Relocation, Cathodic Protection, and Meter &
Regulator. The ORA proposed figures are shown in Table 129 of Exhibit 407 91

For Compressor Stations, ORA recommends $24.979 million for 2017,
$92.888 million for 2018, and $107.168 million in 2019. ORA states that SoCalGas
has significantly underspent funds authorized from the prior GRC and has spent
only 50 percent of its forecast for 2017. ORA also recommends that funding

should only be for specific projects.

89 Exhibit 436 at 23 to 24.
90 Exhibit 32 Appendix A .
91 Exhibit 407 at 19.
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ORA also recommends that the costs for Auxiliary Equipment be reduced
to $5.744million in 2017 representing recorded costs for 2017 and $5.661 million
each for 2018 and 2019 representing the fiveyear average.

10.1.9. Discussion
With respect to the various recommendations made by ORA for 2017 other

than for Compressor Stations and Auxiliary Equipment which we shall discuss
separately, we find that ORA®&s recommendat
evidence it presented. In addition, SoCalGas cited delays to several projects

which resulted in lower 2017 spending for Pipeline Relocation.

Similarly, for Compressor Stations, SoCalGas cited delays involving the
Blythe Modernization project which is a large -scale project. From its testimony,
SoCalGas indicates that work was conducted for 2016 and 2017but because of
delays, the project will not be placed in service until 201892 As a result, the funds
expended for construction are not yet recorded since the plant is not yet in
service. There is no evidence or indication that actual work and construction
were not taking place in 2016 and 2017 and ve find that it could have been
ascertained if engineering or construction work were not being conducted and
authorized funds were not being spent on a major project such as this.

With respect to the requested amounts for this GRC, we note that other
large-scale projects are being planned specifically for the Ventura Compressor
Station and the Honor Rancho Compressor Station(and the Moreno Compressor
station for SDG&E). Because we recognize the importance of the proposed

projects and the role of compressor stations in maintaining operational reliability

92 Exhibit 32 at MAB/EAM -11.
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and safety of the gas transmission system, we find that it is prudent and
reasonable to authorize the proposed projects and for SoCalGas to have the
necessary funding to conduct these projects(and M oreno Compressor station for
SDG&E). At this point, we do not find it necessary to deviate from current GRC
practice and authorize funding only for specific projects because of the large
scope covered in the GRC and because of the many challenges associad with
planning and executing multiple and large projects within a specified timeframe.
We do however encourage SoCalGas to place a high priority on critical projects
under this category as most of its compressors are over 50 years old and because
of key risks that need to be mitigated in this area. Therefore, we find that the
requested amounts for Compressor Stations should be authorized.

Regarding Auxiliary Equipment, ORA
prior years is much less, up to more than 50 pecent less, than the requested
amounts. For its part, SoCalGas states that ORA ignores RAMPrelated
incremental spending that is planned to address increased risk mitigation efforts
of a key risk identified in the RAMP Report.

SoCalGas provided a list of projects under Auxiliary Equipment as well
projected costs for each of these and a description of the different projects. The
projects include RAMP -related costs such as installation of physical security
systems, access controls, and detection capabilitis.

However, recorded costs for 2017 of $5.744 million approximate the
five -year average spending for Auxiliary Equipment which is $5.661 million.
Therefore, based on the level of spending for 2017, it would seem that SoCalGas
did not perform much of the incremental RAMP -related activities it may have
planned which is why recorded costs are around the same level as what it

normally spends without the incremental RAMP activities. Therefore, we find
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that this is an instance where it is reasonable to rely an 2017 recorded costs. For
2018 and 2019, weassume thatSoCalGas will perform the risk mitigation
activities it had planned and find that its requested amounts be approved.
To summari ze, SoCal Gasd® reqguested amoun
expenditur es for 2017, 2018, and 2019 should be adopted except for Auxiliary
Equipment in 2017 which should be reduced to $5.744 million representing
recorded costs for 2017.

10.2. Cost Recovery for the North -South Project
SoCalGas seeks recovery of costs incurred in coceiving and pursuing the

North -South project and according to SoCalGas, undertaking activities in
furtherance of the Commission-ordered California Environmental Quality Act
(CEQA) review. SoCalGas argues that when it filed Application ( A.) 13-12-013
for authority to recover in rates costs associated with the North-South project, the
Scoping Memorandum and Ruling issued in that proceeding ordered that a
CEQA review be conducted. SoCalGas states that over $20 million was spent on
activities pursuant to the CEQA review during the pendency of the application
instead of after the Commission approval of the application, as SoCalGas had
originally planned. A.13 -12-013 was eventually denied in D.16-07-015 after the
Commission found that there were better alterna tives to the North -South project.
SoCalGas proposes to spread cost recovery evenly for three years resulting in a
request to recover $7.162 million annually from 2019 to 2021. The costs to be
recovered are categorized as O&M costs even though this section discusses
capital requests.

10.2.1. Positions of Intervenors
ORA, Lancaster, TURN, SCGC, and Sierra Club and UCSoppose any

recovery for the North -South project consistent with D.16-07-015. TURN and
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SCGC submitted a joint brief arguing that the reasonableness of costs to be
recovered were not established, that the costs were incurred during a prior GRC
period, that allowing recovery would constitute retroactive ratemaking, that
costs were already written off, and that the project was rejected and not
abandoned.

10.2.2. Discussion
In D.16-07-015, we rejected the North-South project as well as the proposal

to recover project costs in rates93 The decision did not exclude any costs that
may be recovered, such as the application and CEQA costs incurred and we find
that pre-construction and pre -engineering costs are included in project costs.
Had the application and the proposal to recover project costs been approved,
SoCalGas would not have needdl to seek separate recovery of CEQA costs.
These costs would have been deemed included in what could have been
recovered. Thus, when recovery of project costs was denied without any
exceptions, the CEQA costs should be deemed part of such costs and denig as
well.

According to SoCalGas, the costs to be recovered were incurred prior to
May 2014 and after May 2014 up to as late as April 2016, although it does not
specify exactly when costs were incurred after May 2014. As noted by TURN
and SCGC, thisperiod f all s within SoCal Gasd previ ous
costs fall outside the period of costs that are being considered and are to be

authorized in this GRC proceeding. There is also no memorandum account or

93 D.16-07-015 at 22.
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other similar mechanism that set aside consideration of the costs to be recovered
such that this issue can be reviewed in this proceeding.

SoCal Gasd rebutt al testi mony also state
CEQA activities after A.13-12-013 had been approved and that in the alternative
that the application was denied, that it would not have pursued the CEQA
activities. % This shows that SoCalGas already recognized that the application
may have been denied and could have addressed recovery for the CEQA costs or
a procedure for doing so in A.13-12-013.

Finally, we find that recovery of costs for an abandoned project is different
from recovery of costs for a denied project. An abandoned project generally
presupposes that the project had been previously authorized or approved which
Is not the casefor a denied project. The Commission definitively concluded in
D.16-07-015 that SoCalGas had not demonstrated a need for the proposed
North -South pipeline project and that ratepayers not be burdened with any of
the costs associated with the project.

In view of all the foregoing, we find that the requested cost recovery for
the North -South project of $7.162 million annually for 2019 to 2021, should be
denied.

10.3. SDG&E
SDG&E receives gas from SoCalGas at the San Diego/Riverside County

border and through various points of a pipeline that runs along the Orange

County and San Diego County coastline.

94 Exhibit 32 at MAB/EAM -8
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SDG&Eds capital e Xfqu @as dransmissi@nss f or ec a st
$10.492million in 2017, $10.192 million in 2018, and $10.042 million in 20195
SDG&E states that the capital requests are necessary for the safe and reliable
operation of SDG&E®6s gas transmission syst
FOF benefits of $0.450 million in 2017 and $0.150 million in 2018 and
RAMP -related costs estimatedat $1.689 million each for 2017, 2018, and 2019.
The RAMP-related projects are in connection with mitigation of catastrophic
damage involving high -pressure gas pipeline failure identified in the RAMP
Report.

10.3.1. Capital Projects

The cost categories and desuptions of the types of projects included in
each cost category of SDG&EdGs capital pr oj
the SoCalGas portion in sections 10.1.1 to 10.1.6. For SDG&E, we shall only list
the categories and provide the capital forecastsfor 2017, 2018, and 2019 as
follows:

New Pipeline : $3.901 million each for 2017, 2018, and 2019

Pipeline Replacements : $1.505 million each for 2017, 2018, and 2019

Pipeline Relocations : $2,000 each for 2017, 2018, and 2019

Compressor Station : $4.415 nillion for 2017, $4.115 for2018 and
$3.965 million for 2019

Cathodic Protection : $0.184 million each for 2017, 2018, and 2019

Meter and Regulator : $0.485 million each for 2017, 2018, and 2019

SDG&E utilized a base year method for New Pipeline and a five-year

average for all of its other capital forecasts. SDG&E does not have an Auxiliary

95 The totals in Exhibit 33 were modified by errata corrections in Exhibit 35a.
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Equipment category which is discussed in section 10.1.7 of the SoCalGas
portion.

10.3.2. Positions of Intervenors
ORA is the only other party that provided commentsto SDG &Eds capi t al

forecasts. ORAOGs recommendations which di
summarized below:

New Pipeline

$1.667 million for 2017, $3.901 million for 2018, and $0.094 million for 2019.
ORAOs recommendation is basethaseoyparaodsi ng 201
for 2018, and a threeyear average from 2012 to 2014 for 2019.

Pipeline Replacements

$0.391 million for 2017, and $0.588 million each for 2018 and 2019 based on
recorded costs in 2017 and deducting costs for the Bear Valley project for 205
and 2016.

Compressor Station

$3.432 million for 2017, $3.605 million for 2018, and $3.455 million for 2019
based on 2017 recorded costs and removing costs after removing ondime costs
associated with security enhancements and the security guard shelterbuilding
from the five -year average.

Cathodic Protection

$0.209 million for 2017 using recorded 2017 costs.

Meter and Regulator

Use 2017 recorded costs for 2017.

10.3.3. Discussion

I n reviewing SDG&Eds capital forecasts

SDG&E 6 s forecast methodol ogy versus the var
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First, with respect to the use of 2017 recorded costs versus 2017 forecasts, while
we do note that recorded results are more accurate and more recent than
forecasts covering the same yeay selectively applying 2017 recorded costs in
some instances but not in others may lead to inconsistent results. The GRC
application was filed in 2017 and SDG&E utilized the most recent data available
at the time of preparing and filing the application wh ich is base year or 2016
data. As the application progresses, newer data become available, but we find
that it is not feasible to constantly update data for the entire application.

Next, we find that for this GRC, updating only select data may lead to
inconsistent results as not all data is being updated. For example, a select update
In one area resulting in a lower value than the forecast would be inconsistent if
another update in a different area would result in a higher value than the
forecast but was not applied. For this GRC, it is not practical to update all data
as there are vast amounts of data included in the application.

We recognize that there are instances where it is prudent, necessary, and
reasonable to apply updated data and we exercise aur discretion in doing so in
appropriate cases. We will generally not apply select updating of data without
any explanation why the upda ted data should be applied.

From our review of ORAOGs recommendati on
forecast methodologies goplied are not consistent or uniform. For example, in
New Pipeline, ORA recommends using 2017 recorded costs, base year
methodology for 2018, and a three-year average for 2019. ORA also
recommended using a three-year average from 2012 to 2014 and not thdatest
three years.

For recorded costs from previous years, we note that these tend to vary

because of largescale projects that raise costs for a particular year. As such,
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ORA recommends eliminating these projects from the five -year average which
appears reasonable. However, SDG&E states that it is also planning several large
projects under the various cost categories and from our review of prior years, we
note that large projects do occur on occasion which results in fluctuating
recorded costs. Forexample, recorded costs for Pipeline Replacements were
$0.081 million in 2012 and $3.436 million in 20152 Similarly, for Compressor
Station, recorded costs were $1.878 million in 2012 and $9.897 million in 2016.
SDG&E states that while many of the projects are routine, some projects are
difficult to determine in advance. Also, we find that large -scale projects tend to
occur on occasion and SDG&E identified some large-scale projects that are being
planned for this GRC cycle.

Based on the above, we find hat a five-year average is reasonable and
appropriate for capturing the fluctuations in recorded costs as well as large -scale
projects that occur from time -to-time.

With respect to New Pipeline, SDG&E is recommending use of base year
costs as the basisdr their forecast. ORA opposes this recommendation and
states that recorded costs in 2015 and 2016 were considerably higher because of
costs associated with the Pio Pico Energy Center and argues that this is a
one-time project and should not be included a s a basis for costs in future years.
SDG&E argues that it is planning another large-scale project, the Carlsbad
Energy Center for 2017 and 2018. However, we find that this project does not

extend to 2019 and there was insufficient comparison in costs andscale of the

96 Exhibit 35 at MAB/EAM -6
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Carlsbad project versus the Pio Pico project. We also find that using base year
costs as a basis does not take into account recorded costs in prior years.
Therefore, we find that a five -year average is also more appropriate for
New Pipelin e similar to the other cost categories where largescale projects are
also being planned for one or more of the years included in this GRC cycle. To
summari ze, we adopt all of SDG&Eds forecas
Transmission (including for the authorized amounts for Compressor Stations,
discussion in more detail in the SoCalGas Section 10.1.9¢xcept for New Pipeline
which should be modified to reflect the five -year average of recorded costs from
2012 to 2016 which is $2.036.2 million.

11. Gas Major Projects
The SoCalGas Major Projects and Construction organization manages

projects associated with pipeline installation, replacement, and modernization. It
also includes valves, regulating and metering stations and appurtenances, and
other similar projects associated with compressor stations, storage fields, and
natural gas fueling stations.

This section addresses RAMRrelated risks, particularly, mitigating against
catastrophic damage involving medium -pressure pipeline failure identified in
the RAMP report.

11.1. O&M
The TY2019 forecast for O&M costs is$3.971 million which is

$2.713million more than 2016 adjusted, recorded expenses. O&M costs are
divided into three cost categories and all three were forecasted using base year
2016 as a reference All O&M costs are non -shared and are performed solely for
the benefit of SoCalGas. Pursuant to D.1606-054, costs relating to the Aliso

Canyon incident are excluded from the forecast.
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11.1.1. Management & Outreach
Management & Outreach is comprised of several cost center groups that

relate to general management of staff and associated organizational costs. The
cost center grouping includes regulatory and program management personnel
that prepare regulatory filings. The forecast for this cost center grouping is
$3.646 million which is $2.713 million more than base year 2016 adjusted,
recorded expenses and is the only O&M category under Gas Major Projects that
shows a forecasted change from adjusted 2016 recorded costs.

We reviewed the forecast and find that th e reason for the increase is due to
expenses associated with four capital projects that have significant assets that
will be placed into service in TY2019. Details for the expense elements were
provided in Table MAB -12 in Exhibit 50.97 In addition, foreca sted costs include
work of certain employees who were temporarily redirected to perform tasks
relating to the Aliso Canyon incident and are now returning to regular duties
and responsibilities. 98

We find the costs to be adequately supported by the evidence presented
and have no objections to the forecast for this cost center grouping. ORA and
TURN are the only parties that provided comments to the Gas Major Projects
section and neither party had any objections to this forecast. The four major

projects that were mentioned above are discussed in the capital projects section.

97 Exhibit 50 at MAB-10.
% |d. at MAB-4.
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11.1.2. Project & Construction Management
The forecast for this cost category is $201,000. This is another cost center

grouping and activities to be funded represent functional expertise in pe rforming
or assisting in technical development, consultation, planning, permitting, design,
material specifications, commissioning, and project management of major
infrastructure projects such as large pipelines, compressor stations, valve
stations, and interconnect facilities.

There are no adjustments from base year adjusted, recorded expenses for
the TY2019 forecast and we find the forecast to be reasonable and adopt it.

11.1.3. Project Controls & Estimating and
Gas Contractor Controls

The forecast for this costcategory is $124,000. This is yet another cost
center grouping and the activities to be funded relate to activities in support of
major capital and some O&M funded projects such as analyzing and developing
cost forecasts, cost estimating, schedule develoment, updating and analysis,
managing quality, safety, and compliance of contractors for large projects and
project controls utilized by PSEP.

There are also no adjustments from base year adjusted, recorded expenses
for the TY2019 forecast and we likewisefind the forecast to be reasonable and
adopt it.

11.2. Capital
There are three project groupings under this section consisting of four

distinct projects. The total forecast for the projectsis $1.2 million in 2017,
$8.969million in 2018, and $37.714 million in 2019.

11.2.1. Distribution Operations Control Center
The forecast for the Distributions Operations Control Center (DOCC) is

$400,000 in 2017, $3.156 million in 2018, and $25.901 million in 2019 using a
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zero-based forecast. The DOCC and related system of fieldsensors and control
assets is a system for monitoring and remotely controlling medium and
high-pressure gas distribution pipelines. The system will allow integrated

operation of the distribution and existing high -pressure transmission systems
andwillsrengt hen SoCal Gasd® and SDG&EOGs abi
pipeline operations system in real time. The system also includes remote and
automated controls and a constantly staffed facility. The system is proposed to

be built in phases from 2017 b 2021 with an estimated total capital cost of
$108million. This GRC covers costs up to 2019 totaling $29.457 million.

11.2.2. Pipeline Information Monitoring System
The Pipeline Information Monitoring System (PIMS) is a centralized data

system of field sensorsand computerized data management assets to monitor
conditions external to pipes in real -time along the routes of rights -of-way of large
high -pressure gas pipelines. The system will provide early warning, timely
response, and mitigation of potential extern al threats to the physical integrity of
pipelines. The forecast for PIMS is $500,000 for 207, $1 million for 2018, and

$7 million for 2019 using a zero-based forecast methodology.

11.2.3. Methane Monitoring & Fiber -Optic
Monitoring

These are two separate projecs with a combined forecast of $300,000 for
2017, $4.813 million each for 2018 and 2019 using a zefbased forecast
methodology. The Methane Monitoring project consists of installing 2,100
methane monitoring sensors along pipeline routes where high pressur e pipelines
that are 12 inches or greater in diameter are located in close vicinity to facilities
that are high occupancy, pose logistical evacuation challenges, or have special
implications to commerce such as bridges and transportation centers. The

Fiber-Optic Monitoring project is for the installation of fiber -optic monitoring
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stations. Both systems will report any abnormal activity to the PIMS where it can
be viewed and resolved as necessary.

11.2.4. Positions of Intervenors
ORA and TURN are the only other parties to provide comments and

recommendations to SoCal Gasd capital reque
ORA recommends using 2017 recorded capital expenditure for all capital

projects totaling $143, 000 compared to SoC

on the other hand, objects to the capital forecast for DOCC for 2019 and

recommends $0. TURN argues that it is not clear that the DOCC will provide

meaningful safety benefits to justify the capital costs. TURN adds that real-time

monitoring will not significan tly improve response times and that most safety

incidents are caused by external factors. TURN recommends SoCalGas be

instructed to propose the DOCC in its next rate case and be required to quantify

benefits, conduct a risk-spend efficiency versus other mitigation measures, and

commissionathird-party study of PG®&EO6s DOCC facili

11.2.5. Discussion
In its rebuttal testimony and in briefs, SoCalGas states that it does not

oppose ORAOGs recommendation to use 2017 ac
of its forecasted amount. While the decision has generally refrained from relying

solely on updating only select data to 2017 actual expenses, we recognize that

this approach is appropriate in specific instances. The utility has the burden of

submitting adequate proof to justify its requests and in this instance, by

supporting ORA®s po s ihatitdoes,notBawe@dequatas agr ees

99 Exhibit 490 at 48 to 49.
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evidence to substantiate its original requ
recommendation to be the most reliable with respect to this issue and more so

because the utility agrees. Therefore, we find it reasonable to adoptOR A 6 s
recommendation of approving $143,000 in 2017 for all four capital projects being

proposed under Gas Major Projects.

With respect to TURNOSsS objectiotmeto the
information and monitoring of gas distribution pipelines that  will be provided
by the system as described in Exhibit 50 showing the features and other
capabilities of the DOCC,1%0 provide meaningful safety benefits.

Realtime monitoring and remote -control access to key points in the
distribution system allows faster d etection of abnormal changes in pressure and
speeds up response times to address these issues. SoCalGas also demonstrated
that the current system for monitoring pressure in the distribution system is
unable to provide continuous monitoring and is unable t o monitor multiple units
at once making it difficult to triangulate and determine where the actual problem
Is in the distribution system. SoCalGas also demonstrated significant response
time benefits that will be provided by real -time monitoring of abnorm ally low or
high-pressure areas versus the current system even for incidents caused by
external factors. Exhibit 55 contains a diagram illustrating an example of how
the DOCC can reduce response timest%l As shown in the diagram, detection of a
pressure incident as well as analysis of the situation will be significantly

improved thereby shortening the potential response time to an incident.

100 Exhibit 50 at MAB -23.
101 Exhibit 55 at 3.
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TURN also argues that realtime monitoring and remote access will not be
as effective as SoCalGas suggests since thentire distribution system will not be
monitored, and remote -control access will only be available to 200 regulator
stations. However, the pressure-monitoring and remote access units to be
installed are only for the initial phase of the project and will be installed in key,
strategic, and high occupancy areas. All in all, real-time monitoring will be
provided for nearly 1,800 high -pressure points and over 4,000 miles of
high-pressure pipeline and remote-control access to 200 of the most critical
distribu tion regulator stations.

The system also supports mitigation of a key risk identified during the
RAMP process and we find that the real-time monitoring to be provided by the
system supports our policy of reducing gas leaks more quickly. We note that we
authorized a similar system for PG&E. 192 Finally, we find that postponing the
project until the next GRC only serves to delay the project and would likely
increase costs.Based on all the above, we find that the requested amounts for
the DOCC for 2018 and2019 should be authorized.

We find that SoCalGas provided sufficient evidence and justification for
the necessity of the PIMS and Methane Monitoring and Fiber-Optic Monitoring
projects and that these projects will improve safety. We also find the requested
amounts in 2018 and 2019 for these projects are reasonable and supported by the

evidence.

1P G&EOGs Gas Distribution Cont r-G8D32 ¢eening ésrTY201a s
GRC application.
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Therefore, in view of the foregoing, we find that for capital projects under
Gas Major Projects, $143,000 in 2017, $8.969 million in 2018, and $37.714 million
in 2019 should be authorized.

12. Gas Engineering
The purpose of Gas Engineering is to establish and oversee the engineering

aspects of SoCal Gasd and SDG&EOs gas infra
responsible for complying with federal and state safety and envir onmental
requirements and implementing industry best practices. Gas Engineering also
provides technical and engineering support and optimizes infrastructure and
end-use equipment performance. Activities relating to land services and
rights -of-way (ROW) and research and development also fall under Gas
Engineering.

12.1. SoCalGas

The TY2019 forecast for O&M costs is$26.629 million103which is

$9.406mi I 1 i on more than 2016 adjusted, record
costs include both shared and non-shared services For capital costs, SoCalGas is
requesting $12.622 million for 2017, $13.361 million for 2018, and $14.101 million
for 2019104 Certain costs are driven by risk mitigation activities pursuant to the
RAMP process. The key risks being mitigated in this sedion are records
management, climate change adaptation, and catastrophic damage involving

high -pressure pipeline failure. The table below summarizes the estimated costs

103 Revised from $26.629 million to $26.554 million in the Update Testimony (Exhibit 514) at
Attachment H.

104 SoCalGas revised the forecast from $12.622 million to $11.316 million for 2017,
$13.361million to $12.484 million for 2018, and $14.101 million to $13.224 million for 2019 in the
Update Testimony (Exhibit 514) at H.

-132-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

for the mitigation activities that will be undertaken. These costs are embedded in
the O&M and capital costs requested by SoCalGas and the reasonableness of

these costs are reviewed in the O&M and capital sections that they appear in.

RAMP Risk 2017 2018 2019
Records Management (O&M) n/a n/a $5,964,000
(Cgl(r&n'a';e Change Adaptation n/a n/a $1.520,000
Catastrophic Damage Involving
High -Pressure Pipeline Failure $2,245,000 $2,245,000 $2,245,000
(capital)

Records Management

Gas Engineering provides drafting and design of the gas infrastructure
and gas facilities and the material traceability project can help to improve
compliance with regulations mandating the maintenance of traceable, verifiable,
complete, and readily available documentation.

Climate Change Adaptation

The Geological Hazard Mitigation Program performs ana lysis and
recommendations related to geological, civil, and structural engineering design
impacted by weather and climate -driven events.105

Catastrophic Damage Involving High -Pressure Pipeline Failure

The Engineering Analysis Center provides operations requirements to

odorize gas in the gas infrastructure and gas facilities as mandated by the Code

105 Exhibit 60 at DRH-10.
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of Federal Regulations 192 Subpart I. The requested costs relate to
0odor i 2%eguipmentéand techniques for pipeline systems.

This section also includes $%5,000 in O&M savings from FOF which has
been incorporated into the forecast. Costs relating to the Aliso Canyon gas leak
incident are excluded from the forecast and from historical costs.

12.1.1. Non-Shared O&M
The total forecast for non-shared costs is$12.226million which is

$4.440million higher than 2016 costs. Non-shared O&M cost categories are
composed of Gas Engineering and Land Services & Rightof-Way. The table

below shows the forecast for each cost category.

Non -shared O&M 2019 Change
from 2016
Gas Engineering $8,600,000 $2,920,000
Lands Services & Right-of-Way $3,626,000 $1,520,000
Total $12,226,000 $4,440,000

12.1.1.1. Gas Engineering

Costs include activities associated with the following departments:
(a) Engineering Analysis Center (EAC); (b) Measurement, Regulation, and
Control (MRC); and (c) Civil, Structural, and Hazard Mitigation Engineering.
The EAC and MRC departments perform core engineering activities to
maintain safe and reliable operations and support to various organizations
within SoCalGas. These include oversight and administration, air quality and

compressor services, applied technologies, and field support. The forecast for

106 Natural gas odorization equipment are classified as either chemical vaporization or chemical
injection equipment.
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the EAC and MRC departments utilized a five -year average because ibetter
accounts for the work that ebbs and flows over time.

Meanwhile, Civil, Structural, and Hazard Mitigation Engineering activities
include ongoing structural engineering design and new hazard mitigation
programs which include geological hazards and climate change risk mitigations.
Costs for these were forecast using the base year method with incremental costs
added reflecting costs for new or enhanced programs such as satellite
monitoring.

12.1.1.2. Land Services & Right -of-Way
Costs under this category relate to general expenditures to manage the

necessary property rights to allow access, operation, and maintenance of pipeline
infrastructure which traverses over both public and private land and properties.
The five-year linear method was utilized to forecast these costs because activities
and staffing levels have been steadily increasing and SoCalGas expects this trend
to continue.

In addition to these costs, SoCalGas is requesting the creation of the
Morongo Rights -of-Way Memorandum Account (MROWMA) and the Morongo
Rights-of-Way Balancing Account (MROWBA) in connection with four expired
and expiring rights -of-way impacting existing gas transmission pipelines and a
gas distribution center located in the Morongo Indian Reservation (Reservation).

The MROWMA w ill record pre -construction costs associated with the
possible relocation of gas transmission pipelines to bypass the Reservation as
described in A.16-12-011 where it made the same request. On the other hand, the
MROWBA will record costs associated with the renewal of the expiring ROWSs
described above as well as preconstruction costs associated with potential

relocations that will be incurred beginning January 1, 20109.
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12.1.1.3. Positions of Intervenors
ORA and TURN provided comments to the non -shared O&M requests.

ORA does not object to the Gas Engineering forecast but recommends a
year-on-year increase of 9.6 percent based on the increase of costs from 2016 to
2017. This results in a reduction of $0. 8
also recommends the establishment of a MROWMA that will track all costs
relating to the expiring ROWSs with recovery of costs being subject to a
reasonableness review.
TURN recommends that the Commission deny both the request to
establish a MROWMA and MROWBA. TURN argues that costs to be tracked by
the MROWMA are already included in SoCal Ga
pre-construction costs to be tracked by the MROWBA may be included in Gas
Transmission and Major Projects or can be recorded though working cash and
construction wo rk in progress (CWIP). TURN also recommends disallowance of
$877 in costs relating to expenses for clothing and gear that does not contain
SoCal Gasd | ogo.

12.1.1.4. Discussion
SoCal Gas objects to ORAO sonpeargmwtiischl of a

9.6 percent t02017 recorded costs and states that this does not take into account
historical costs and other cost drivers such as governmental fees and a project to
deploy a ROW database. SoCalGas also argues that there is an upward trend
with regards to costs.

Wereviewed both met hodol ogies and find the
heavily on 2017 recorded costs which is |e
$0.398 million. ORA then applies the increase rate between 2016 and 2017 to
2018 and then to 2019. We find that this méhod does not take into account prior
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years where increases were 209.0 percent (from 2013 to 2014) and 22.4 percent
(from 2014 to 2015)107 We agree with SoCalGas that projected costs are hard to
predict since the ROW costs are based on contractual agreemets and the
perceived value of the ROW access points which are often subject to change.
Thus, we find that reliance on a longer period of historical costs is more
appropriate and find that SoCal Gasdé6 foreca
and Right-of-Way is more reasonable and should be approved.

With regards to TURNOs objection to $87
find that a nominal amount spent on such promotional materials 198is reasonable.

Based on the above, we find it reasonable to authorize ® Cal Gas 0 t ot al
non-shared services forecast of $12.226 million

MROWMA and MROWBA

SoCalGas operates three gas transmission pipelines (Lines 2000, 2001, and
5000) that cross the Reservation and a gas distribution system located in the
Reservation that saves the residential and commercial needs of the Morongo
Band of I ndians (Morongo). SoCal Gasd oper
four existing ROWSs granted by the federal government through the Bureau of
Indian Affairs (BIA). The first ROW was grante d by the BIA in 1948 with the rest
being granted at different times subsequently. The four ROWSs have been
renewed at various points in time but are currently set to expire as follows:

Line 20000 expires on March 29, 2018
Line 50000 expires on August 21, 2018

107 Exhibit 63 at DRH-8, Table 1312.

108 The type of clothing and gear discussed are often used as promotional items during
informational, educational, or oth er events conducted by SoCalGas.
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Gas Distribution System & expires on August 21, 2018
Line 20010 expires on March 22, 2020

The three gas transmission pipelines

System and transport gas received from interstate pipelines. The Southern
Transmission System has a receipt point capacity of about 1.2 billion cubic feet
per day which represents approximately 26 percent of the total system receipt
point capacity. The three gas transmission pipelines are necessary in providing
service to Soe@Gdriclang Morongo)sas vwelmas the SDG&E gas
delivery system and for maintaining system reliability.

Appraisals to determine the appropriate valuation of the ROWs were
completed in February 2015 and SoCalGas has been negotiating with Morongo
for the renewal of the four ROWSs since July 2015, when it submitted a formal
offer to Morongo for a 50-year renewal. However, negotiations for renewal of
the ROWSs have not progressed up to the time the GRC application was filed and
SoCalGas states that it has to ensider potential relocation of the three
transmission lines outside of the Reservation.

With respect to the costs to be tracked in the MROWMA, SoCalGas states
that the costs to be tracked are the same preconstruction costs described in
A.16-12-011 andit makes the same request here because parties in A.1:42-011
argued that these costs should be recovered in the GRC. At the time this GRC

was filed, A.16-12-011 was still pending. The proceeding was resolved in

D.18-04-012209wherein the Commission denied So Cal Gasd request,

dispositive portion of which states:

109 The decision was dated April 26, 2018.
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OWe have reviewed the positions and arg
raised and examined the testimonies and other exhibits submitted

and based on our review, we find that the pre -construction costs to

be tracked by the memorandum account are GRGcosts that should

have been raised and are therefore deem
2016 GRC. SoCalGas argues that these costs were not ripe for

inclusion in the 2016 GRC but does not argue or provide evidence

that it was prohibited, precluded, or otherwise incapable of

including these costs in its 2016 GRC, specifically, in the capital

expenditures for gas transmission and engineering. It is also clear

that SoCalGas was well aware that the first three ROWS wee set to

expire during the period covered by the 2016 GRC. SoCalGas made

a formal offer to Morongo on July 2015 while the 2016 GRC was still

pending but did not make an argument as to what would have been

a reasonable time within which to expect a reply from Morongo.

Absent any such showing, -respondei nd t hat M
after several months is sufficient time as to alert SoCalGas to the

possibility that its offer would not be accepted and that it would

have to consider other options and that these events were not

unforeseeable.

Moreover, the Settlement Agreement adopted in D.16-06-054
states that it setsforth a complete and final resolution of all
revenue-requirement related issues in the 2016 GRC proceeding.As
pointed out by TURN and SCGC, Exhibit B of the Settlement
Agreement sets out the specific revenue requirement amounts
proposed for variousareas of SoCal Gasd op8&8rations wi
covering shared and non-shared gas transmission expenses, and
pages B6 to B-7 addressing the capital expenditures for the gas
transmission system. SoCalGas argues that costs relating to the
Morongo ROW renewals wer e not subject to the settlement, nor
were they explicitly identified in the 2016 GRC. However, as
SoCalGas admits, its 2016 GRC testimony did not include categories
for a number of specific projects, incl
organization, but rather presented a general forecast covering
whatever projects would arise for the entire transmission
organization. SoCalGas also does not provide any evidence
demonstrating that parties were aware that the Morongo ROW
renewals would be treated separately from the Settlement
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Agreement. Absent such showing, we find it reasonable to assume
that parties to the settlement had no knowledge of any such
exclusions or additional costs and projects, covering
pre-construction costs that are consistent with the categories of costs
that SoCalGas identified in its 2016 GRC. Thus, parties had every
reason to assume that the revenue requirement determined in the
Settlement Agreement addressed all revenue requirement costs
within the 2016 GRC period. 6

The findings and conclusions made in D.18-04-012 are applicable here with
respect to pre-construction costs prior to periods covered in this GRC as these
costs are deemed included in SoCal Gasdo T20
principle does not apply with respect to pre -construction costs for periods that
are covered in the TY2019 GRC.
As of the date of this decision, negotiations to renew the ROWSs are still
ongoing and an agreement can still be reached regarding renewal of the expired
ROWSs. However, in light of the important r ole these pipelines provide to system
reliability and because renewal of the ROWSs remains uncertain, we find that
costs associated with considering alternatives to renewing the ROWSs are
necessary and appropriate. In addition, SoCalGas specifically excluded such
costs from its TY2019 forecast and we agree that the costs are difficult to predict.
Therefore, we find that SoCal Gasd requests
authorized.
With respect to the MROWBA, the costs are specifically excluded from any
of SoCal Gasd forecasts in this GRC and we

predict. Thus, we disagree with TURNOs pr

110,18-04-012 at 10 to 12.
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Transmission and Major Projects. We also have no objections for the costs to be
tracked. However, we agree with ORA that the costs should be tracked in a
memorandum account as opposed to a balancing account to allow the
Commission the opportunity to conduct a reasonableness review of the costs to
be recovered. The testimony submitted in the proceeding does not include
sufficient details as to the activities to be performed or the costs that will be
incurred and whether these are necessary and reasonable. In addition,
negotiations regarding renewal of the ROWSs are still ongoing and an agreement
may still be reached and so the activities to be performed are uncertain. Thus,
we find it more appropriate for these costs to be tracked in a memorandum
account where the Commission will be afforded an opportunity to review the
costs incurred.

We therefore find it reasonable to deny the requested authority to establish
the MROWBA. Instead, the costs that are being requested to be recorded in the
proposed MROWBA should be tracked in the MROWMA being authorized in
this decision. Recovery of the tracked costs may then be requested by SoCalGas
in its next GRC proceeding which the Commission can then review for
reasonableness thereof. In its next GRC filing, SoCalGas should include
testimony confirming any costs associated with Morongo ROW negotiations

and/or resolution if an agreement is reached.
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12.1.2. Shared O&M
The total forecast for shared services costs is $14.403 millioH1 which is

$4.966 million higher than 2016 costs. The table below shows the forecast for

each shared services cost category.

Change
Shared O&M 2019 from 2016

Director of Gas Engineering $808,000 $421,000
Measurement, Regulation, and $6.648.000  $1.718,000
Control

Engineering Design $4,376,000 $2,248,000
Engineering Analysis Center $2,133,000:2 $632,000
Gas O_peranns Research and $438.,000 ($53,000)
Materials

Total $14,403,000 $4,966,000

12.1.2.1. Director of Gas Engineering

This cost category includes expenditures incurred for the director of Gas
Engineering as well as administrative and support functions. SoCalGas utilized
a five-year average methodology in developing its forecast.

12.1.2.2. MRC

The MRC shared cost centers are for engineering policy, design, material
selection, testing and field support related to measurement, gas regulation,
automated control systems for pipelines, compressor stations, and other
instrumentations. 113 The forecasts for MRC were developed utilizing a five -year

average methodology.

11 Revised from $14.403 million to $14.329 million in the Update Testimony (Exhibit 514)
at Attachment H.

112 Revised from $2.133 million to $2.059 million in the Update Testimony (Exhibit 514) at
Attachment H.

113 Exhibit 60 at DRH-24.
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12.1.2.3. Engineering Design
The Engineering Design cost centers are for engineering policy and design

for both SoCalGas and SDG&E. Thisincludes design drafting, process
engineering, pipeline engineering, mechanical design, electrical design, and high
pressure and distribution engineering network design. Costs were forecast
utilizing a five -year average methodology, except for electrical engineering
design wherein a base year method was utilized because new activities were
included and high pressure and distribution engineering network design
(HPDEND) which utilized a five -year linear method because activities and
staffing levels have beenconsistently rising and this trend is expected to
continue.

12.1.2.4. Engineering Analysis Center
The Engineering Analysis Center provides related environmental, gas

operation, and other testing that help verify that safe pipeline quality gas is
delivered. The forecast was developed using a five-year average.

12.1.2.5. Gas Operations Research and Materials

The cost centers included in this cost category manage the related business
processes for approval, documentation, and quality management of gas pipelines
and appurtenance materials and ensures compliance with regulatory
requirements that mandate minimum requirements for the selection and
gualification of pipes and components used in pipes. The group also provides
support regarding information related to materials as wel | as management and
coordination of research and development programs related to the environment.
Costs were forecast utilizing a base year method because this cost center was

shifted from another cost center rendering historical data unusable.
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12.1.2.6. Position o f Intervenors
Only ORA provided comments to the shared services O&M forecast. ORA

recommends using 2017 costs of $0.502 million for HPDEND instead of a

five-year linear method. ORA also recommends a $75,000 reduction to

Engineering Analysis Center after it was discovered through a data request that

an incremental FTE for a management position is not being requested.
12.1.2.7. Discussion

SoCal Gas agrees with ORAOs proposed

Analysis Center because the corresponding FTE to be fundel by said amount is
not being requested. SoCalGas removed the amount in Update Testimony
(Exhibit 514) at H-1. With respect to the forecast method for HPDEND,
SoCalGas argues that a fiveyear linear method is appropriate because costs have
been increasing. However, ORA provided a graph showing HPDEND expenses
from 2012 to 2017114 The graph shows that costs decreased from $0.513 million
to $0.488 million and then to $0.486 million in 2013, 2014, and 2015 respectively.
Costs decreased again in 2016 from 6.544 million to $0.502 million in 2017.
From the above, it is clear that costs have not been increasing with consistency.
Therefore, we find ORAO&s forecast to
forecast for Engineering Design by $0.148 million.

We reviewed the rest of the shared services forecast and do not disagree
with the use of five -year averages to develop these forecasts and a base year
method because of the shift in cost center which renders historical data unusable

for Gas Operations Researchand Materials. Therefore, we find that SoCalGas

114 Exhibit 408 at 23.
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shared services forecasts should be adopted except for a reduction of $148,000 to

Engineering Design.
12.1.3. Capital

As stated

previousl vy,

a breakdown of the requested capital costs.

SoCal
$13.361 million for 2018, and $14.101 million for 2019. The table below provides

Gasod

Capital 2017 2018 2019
Land and Right-of-Way115 $5,468,000 $5,468,000 $5,468,000
Capital Tools &Lab Equipment 116 $2,245,000 $2,245,000 $2,245,000
Supervision & Engineering Overheads | $4,909,000 $5,648,000 $6,388,000
Total $12,622,000 $13,361,000 $14,101,000

capital

12.1.3.1. Land and Right -of-Way
The forecast will fund purchase of land or land rights for new

high-pressure pipelines and for existing ROWSs that have expired relating to
pipelines that are installed on private lands. SoCalGas utilized a five -year
average methodology to develop its forecast.

12.1.3.2. Capital Tools & Lab Equipment
This forecast is for acquiring and replacing high -value tools that are used

daily by operating personnel such as volt/amp meters, Global Positioning
System receivers, etc. This also includes laboratory equipment used for theEAC.

A five -year average was used to develop the forecast.

115 SoCalGas revised the forecast for Land and Rightof-Way from $5.468 million to
$3.892million for 2017, $5.468 million to $4.591 million each for 2018 and 2019 in the Update
Testimony (Exhibit 514) at Attachment H.

116 SoCalGas revised the forecast for Capital Tools & Lab Equipment from $2.245 million to
$2.515 million for 2017 in the Update Testimony (Exhibit 514) at Attachment H.
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12.1.3.3. Supervision & Engineering Overheads
This cog category is for transportation and storage supervision and

engineering overhead charges which are later on assigned to other areas. A
five-year linear average was utilized because costs have been steadily increasing
due to the increasing complexity of p lanning and engineering gas capital
projects.

12.1.3.4. Positions of Intervenors
ORA is the only other party that provid

requests. ORA does not object to the forecast for Capital Tools & Lab Equipment
but recommends using 2017 recorded costs reslting in an increase of
$0.270million to the 2017 forecast.

For Land and Right-of-Way, ORA recommends using an average of 2016
and 2017 recorded costs for the 2017 forecast and then using the result as the
basis for the 2018 and 2019 forecast This results in reductions of $1.576 million
in 2017 and $0.788 million each for 2018 and 20197

For Supervision and Engineering Overheads, ORA recommends applying
a year-on-year growth of 8.43 percent which represents the increase from 2016 to
2017.

12.1.3.5. Discussion

SoCalGas states that Morongerelated expenses were excluded from 2017
recorded costs which formed a | arge part o
And as stated above, an agreement regarding renewal of the ROWs may still be

achieved and so itis uncertain whether costs incurred will relate to ROW

WThis reduction is reflected in SoCal Gasd Update
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renewal or construction around the Reservation. Given the uncertainty of the
negotiations and the speculative nature of potential construction costs, we find
that Morongo -related costs should first be tracked instead of approved, so the
Commission has the opportunity to review associated costs. As a result, we find
ORAGs forecasts for Land Services to be mo
Morongo -related costs.
Based on the above, for Land Services, weihd that $3.892 million for 2017,
$4.591 million for 2018, and $4.591 million for 2019 should be authorized. While
we are denying SoCal Gasd request to establ
request to create a Memorandum Account is reasonable and allowsall
Morongo -related costs incurred beginning January 1, 2019 to be recorded subject
to a reasonabl eness review in SoCal Gasd ne
We find the forecast for Capital Tools & Lab Equipment to be reasonable
and agree with the five -year average methodology that was utilized in
developing the forecast. We disagree with using 2017 recorded costs consistent
with not favoring select updating of 2016 data as applied throughout the
decision unless there is good reason to do so in appropriate instances.
For Supervision and Engineering Over hea
methodology more appropriate as it takes into account historical trends as
opposed to ORAOGs met hod which relies heavi
we find that taking into consideration co sts and trends from a wider period of
time provides a better gauge of the fluctuating costs for this group.
Based on the above, we find that capital projects under Gas Engineering
should be authorized as follows: $11.046 million for 2017, $.2.484million for
2018, and 9.3.224million for 2019 which excludes Morongo -related costs.
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12.2. SDG&E
SDG&EOGds Gas Distri

approximately 225 miles of transmission pipeline and 15,000 miles of mains and

butii

on

and

service lines118 SDG&E receives gas from SoCalGas through several

interconnections between the two systems.
SDG&EGJ s
2017, 2018, and

capital

forecasts of SoCalGas. Théeable below provides a breakdown of the requested

capital costs.

2019.

request
SDG&EO® s

for

Tr ans mi

11Geach fOEN gi ne e

O&M

cost s

Capital 201°A20 2018 2019
Land and Right-of-Way $113,000, $113,000, $113,000
Auxiliary Equipment $28,000 $28,000 $28,000
Capital Tools $54,000, $54,000 $54,000
Supervision & Engineering Overheads $73,000 $73,000 $73,000
Total $268,000f $268,000 $268,000

Land and Right -of-Way
Costsfor the purchase or renewal of easements and acquisition of ROWs
for installing and maintaining high pressure pipelines. Costs were forecast using

a zero-based method for labor and a five-year average for non-labor

118 Exhibit 64 at DRH-2.

119 Revised 2017 forecast from $0.268 million to $0.889 million in the Update Testimony
(Exhibit 514) at Attachment I.

120 The following 2017 capital forecasts were revised to the following amounts in the Update
Testimony (Exhibit 514) at Attachment I: Land and Right -of-Way $0.488 million, Auxiliary
Equipment $0.295 million, Capital Tools $0.106 million, Supervision & Engineering Overheads
$0 million.
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Auxiliary Equipment

Costsfor purchase of auxiliary equipment to support compressor stations.
Costs were forecast using a combination of base year for items that have no
historical costs prior to 2015 and a fiveyear average for other items.

Capital Tools

Costsfor acquiring and replacing high -value tools routinely used by
operating personnel. Costs were forecast using a fiveyear average.

Supervision & Engineering Overheads

Costsfor supervi sion and engineering overhead charges which are later on
assigned to other areas. Costs were forecast using a five/ear average.

12.2.1. Positions of Intervenors
ORA is the only party that provided comments and recommends using

2017 recorded costs except for Superision and Engineering Overheads where it
recommends zero doll ars. ORAOGs recommenda
$0.889 million. SDG&E agrees with ORAGs r

12.2.2. Discussion
As applied consistently throughout this decision, we have not favored

select updating of 2016 data utilized throughout the GRC to 2017 recorded costs
unless it is justified and there is good reason to do so as it is not feasible to
update all the data and updating only select data may lead to inconsistencies. In
addition, SDG&EO6s testi mony only provides suppor:
regarding the reasonableness of the higher amount.

Il n this case, we reviewed SDG&E®&ds capit
reasonable and supported by the evidence presented. We also find thecosts to

be necessary and agree with the forecast methodologies that were utilized. Thus,
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we find that SDG&EOGs capital requests for
for 2017, 2018, and 2019 should be approved.

13. Underground Storage
The forecastsfor Underground Gas Storage (UGS) discussed in this section

also address O&M and capital costs for three other functional areas which are
Aboveground Gas Storage (AGS), the Storage Integrity Management Program
(SIMP), and Storage Risk Management (SRM).

AGS concerns the storage field assets that are aboveground which include
compressors, pipelines, purification, and auxiliary equipment. UGS concerns the
storage reservoir and storage field wells and includes operation, maintenance,
integrity, and engineer ing functions associated with use of these facilities. SIMP
IS an integrity management program for inspection and risk management of
SoCal Gasd storage fields. Lastly, SRM inc
management, compliance, and audit support.

According to SoCalGas, gas storage fields require continuous installation,
maintenance, refurbishment, and replacement of heavy industrial equipment
such as engines, compressors, electrical systems, wells, piping, gas processing
components, and instrumentation. 121 SoCalGas operates four underground
storage fields: Aliso Canyon, La Goleta, Honor Rancho, and Playa del Rey.
Natural gas is compressed onsite and injected into the field reservoirs through
piping networks and storage wells. Storage gas is then withdrawn and delivered
through the transmission and distribution system when customer demand

exceeds flowing gas supplies.

121 Exhibit 273 at NPN-2.

- 150-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

Certain costs are associated with mitigating key risks identified in the
RAMP Report. The risks that are being mitigated by various activities are
catastrophic damage involving high -pressure pipeline failure, physical security
of critical gas infrastructure, climate change adaptation, and catastrophic event
related to storage well integrity. Exhibit 273 contains a description of how
SoCalGas evaluated these risks in the RAMP Reporti22 The RAMP risks were
discussed in the RAMP report. Total expenditure relating to RAMP will be
identified in both the O&M and capital sections of the discussion.

Also, in compliance with D.16 -06-054, coss relating to the Aliso Canyon
leak incident have been removed from historical costs and information used by
SoCal Gasd witnesses.

Compliance with regulations from the Division of Oil, Gas, and
Geothermal Resources (DOGGR), U.S. Department of Transportaion (DOT)
Pipeline and Hazardous Material Safety Administration (PHMSA), SB 887, and
the California Air Resources Board (CARB) impact the forecasts in this section.

13.1. O&M
The total forecast for O&M costs for TY2019 is $60.074 million which is

$13.766 million more than 2016 adjusted, recorded expenses. This is inclusive of
FOF savings of $0.327 million. RAMP-related costs totaling $6.859 million are

included in the forecasts.

122 Exhibit 273 at NPN-10 to 17.
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13.1.1. Non-Shared Costs
13.1.1.1. UGS and AGS
The forecast for UGS and AGS is $38.699 million whid is $5.376 higher

than base year adjusted, recorded expenses using a fiveyear average for labor
and baseyear plus incremental costs for non-labor.

The functions of UGS and AGS were described briefly at the beginning of
this section. dSran€haiskid@h pipetine and distriguticen system
enables delivery of natural gas either to customers or into the storage field
reservoirs depending on demands to the system. The individual storage facilities
either receive gas or provide gas through injections or withdrawals. Demand for
natural gas is subject to heavy fluctuations so injections and/or withdrawals of
natural gas may be required at any hour and the storage fields are continuously
staffed with operating crew and personnel.

Increased coss forecast for TY2019 are driven by pipeline integrity
inspection requirements, increase in regulatory fees, special leak surveys,
ambient air monitoring costs and other new operating requirements required by
new legislation and new regulations.

13.1.1.2. Storage Risk Management
The TY2019 forecast for SRM costs is $2.031 million compared to base year

adjusted, recorded expenses of $0.479 million. SoCalGas utilized a base year plus
incremental costs in developing its forecast. Incremental costs are to address
additional regulations from CARB, DOGGR, and PHMSA.

13.1.1.3. SIMP
The forecast for SIMP is $18.910 million which is $6.859 million higher than

2016 adjusted, recorded costs using a zerebased forecast methodology. As

stated in the opening portion of this section, SIM P is an integrity management

program for inspection and risk management
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activities consist of physical well inspection, risk management, and data
management of the UGS program. SoCalGas uses statef-the-art inspection
technologies to conduct inspections.

For the TY2016 GRC, SIMP costs were recorded and balanced in the SIMP
Balancing Account (SIMPBA) and SoCalGas is requesting continued approval of
the regulatory treatment of costs recorded in the SIMPBA. According to
SoCalGas, increased O&M costs are driven by new regulatory requirements
leading to increases in costs for personnel, well inspections, UGS regulatory
iImplementation, data management, noise and temperature logs, and emerging
regulations.

13.1.2. Shared Costs
Shared Costs consists of activities performed by the SeniorVice President

group for Transmission and Storage. The forecast for TY2019 is $0.434 million
using base year costs as a basis. Activities here provide leadership and guidance
for various organizations including Underground Storage.

Most, and possibly all, of the costs here may be subject to the revisions to
Pub. Util. Code 8 706brought about by SB 901 disallowing ratepayer recovery of
officer compensation which became effective January 1, 2019. Tratment of the
portion of costs comprising officer compensation is discussed in section 4.2 of
the decision.

13.1.3. Positions of Intervenors

ORA and OSA provided comments regarding this section.
ORA does not oppose any of the O&M forecasts by SoCalGas but
recommends the creation of a oneway balancing account to record routine costs

for UGS and AGS in order to protect ratepayers from costs from new regulatory
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requirements. ORA also recommends that the SIMPBA be approved as a
one-way balancing account.

OSA recommends that SoCalGas develop a safety management system
(SMS) framework to address gas storage assets and operations and present its
proposal in the next GRC.

13.1.4. Discussion
We reviewed the evidence submitted as well as arguments raised in briefs

and find the TY2019 forecasts for O&M costs to be reasonable. Although there is
a considerable increase from 2016 adjusted, recorded costs, SoCalGas sufficiently
set forth that majority of the cost drivers for the increase are a result of new laws,
regulations, and requirements from CARB, DOGGR, and PHMSA among others,
requiring additional inspections, testing, leak surveys, reporting, data
management, and other requirements. We also find the various forecasts utilized
to be appropriate and note that parties did not o bject to any of the O&M
forecasts.
Regarding ORAG8Gs two recommendations con
first, we find that the creation of a one -way balancing account to record routine
costs for UGS and AGS is not nestepsoeadr y at
ratepayers from costs resulting from new regulatory requirements. However, as
SoCalGas explained, the TY2019 forecast for routine UGS and AGS costs were
developed to address routine costs that are regularly performed and regulatory
requirements that are already in effect, are measurable, and not widely variable.
In addition, two new regulations being proposed by DOGGR to replace existing
regulation are not expected to materially alter forecast costs. The proposed
regulations will affect rout ine activities such as training, pressure and subsurface

leak surveys, patrolling field lines, maintaining records, monitoring and
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iInspection, safety precautions, and other activities that are deemed routine.
SoCalGas has also examined the drafts for theproposed legislation and did not
find a proposed provision that would materially affect the compliance activities
that they are already required to conduct.

With regards to whether the SIMPBA should be approved as a one-way or
two -way balancing account, ORA states that a oneway balancing account
encourages SoCalGas to spend within the amount authorized and that it has
adequate experience to determine inspection, repair, and other costs associated
with SIMP. On the other hand, SoCalGas states that SIMPrelated work is
variable and regulations affecting SIMP are dynamic and subject to changes
which makes the costs variable. For example, SoCalGas states that more frequent
well inspections, use of new techniques and tools, and additional data collection
are being or may be proposed.

We weighed the arguments raised by both parties and find the issues
raised by SoCalGas are of more concern with respect to regulatory treatment of
the SIMPBA. As demonstrated by SoCalGas in Exhibit 276, work relating to the
SIMP may vary greatly and SoCalGas provided several examples, such as
proposed regulations that may have a significant impact on costs.123 A two -way
balancing account gives SoCalGas sufficient flexibility to address these possible
variances and at the sametime allows unspent funds to be returned to
ratepayers. With respect to ORAGs concern
encouraging SoCalGas to spend prudently, the current version of the SIMPBA

authorized in D.16-06-054 requires the filing of a Tier 3 advice letter to recover

123 Exhibit 276 at NPN-11 to 13.
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any undercollection up to 35 percent and the filing of an application to recover
undercollections greater than 35 percent24 This affords the Commission an
opportunity to review any requests to recover undercollections.

Based on theabove, we find it reasonable to authorize the SIMPBA and to
continue the balancing account treatment established in D.16-06-054 as described
above. The SIMPBA shall continue to be maintained as a tweway balancing
account subject to the same recovery praedure established in D.1606-054 for
any undercollections from the authorized amount. Any unused funds are to be
returned to ratepayers.

Regarding OSAG0s recommendation for
with OSA regarding the development of a SMS frame work to address gas
storage assets and operations. SoCalGas states that it is committed to voluntary
iImplementation of the APl RP 117325concerning pipeline safety management
system requirements. The RP provides guidance to pipeline operators for
developing and maintaining a pipeline SMS to manage the safety of complex
processes. We agree with OSA that implementing a SMS framework may be
beneficial and also agree that SoCalGas should include a SMS proposalor gas
storagein its next GRC application.

13.2. Capital
The forecast for capital costs is $208.535 million in 2017, $180.646 million in

2018, and $172.606 in 2019. RAMirelated activities totaling $134.870 million in
2017, $120.495 million in 2018, and $111.601 million in 2019 are included in the

124D,16-06-054 at 249 to 250.
125 Exhibit 276 at NPN-15.
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forecads. The proposed capital expenditures are to enable the safe and reliable

delivery of natural gas to customers, enhance integrity, efficiency, and

responsiveness of operations, and comply with regulations including

environmental regulations.

ORA is the only other party that provided comments and

recommendations to

t he

UGS

capital

expendi

are similar in nature, they are included in the description for each project group.

Di scussion of al |

project

egdatonspre |

combined to avoid repetitive analysis and discussion of similar issues.

13.2.1. Storage Compressors

Storage compressors increase the pressure of natural gas so it can be

ncl

injected into the underground reservoirs. The capital projects in this section are

associated with SoCal Gasd natur al
estimated costs for 2017, 2018, and 2019.
Compressors 2017 2018 2019
Goleta 6 main unit #4 overhaul and
heater addition $2,000,000  $326,000 $0
Honor Ranch 8 compressor $1,000,000 $3,000,000 $10,000,000
replacement study
Playa Del Reyd wet gas compressor $1,000,000 $1,000,000 $0
Compressor Blanket Projects $5,000,000 $12,170,000 $15,700,000
Total $9,000,000 $16,496,000 $25,700,000

The Unit #4 compressor at Goleta has reached the maximum run time

between overhauls and SoCalGas plans to overhaul and restore Unit #4.

gas

SoCalGas also plans to add an engine oil heater to reduce the operational wear

and tear on internal components. The forecast utilized was developed using the

knowledge of experienced personnel who handled similar overhauls and oil

heater installations.
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The Honor Ranch project is for a feasibility study to replace five
compressors and enterprise high-speed reciprocating engines. SoCalGas states
that the compressors have reached the end of their useful life after approximately
forty years of service. The forecast method utilized is zero-based.

The Playa Del Rey project is to build and place in service a wet gas26
compressar. The forecast was developed using similar projects completed in
recent years.

Blanket Projects consist of various smaller projects with individual cost
estimates to replace and upgrade compressor equipment. The forecast was
developed using knowledge of managers at storage fields.

ORA does not object to the 2018 and 2019 forecasts but recommends
adopting 2017 adjusted, recorded expenses of $5.683 million instead of the 2017
forecast.

13.2.2. Storage Wells
The next set of projects is associated with storage wells Projects are for the

replacement of components, and design and drilling of replacement wells for the

injection and withdrawal of natural gas and reservoir observation.

126\Wet gas is natural gas that contains more than 0.1 gallons of condensable elements per 1,000
cubic feet of gas.
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Storage Wells 2017 2018 2019
Replacements $4,000,000 $18,000,000 $49,000,000
Plug & Abandon $38,900,000 $23,150,000 $7,250,000
Tubing Upsizing $2,680,000 $1,050,000 $0
Workovers $11,969,000 $5,369,000 $969,000
Wellhead Repairs & Replacements $1,036,000 $556,000 $0
Recompletions $0 $0 $0
Blanket Projects $1,000,000 $1,000,000 $1,000,000
Cushion Gas Purchase $0 $0| $2,340,000
Total $59,585,000 $49,125,000 $60,559,000

There are approximately 57 to 65 wells that are planned for abandonment.
Replacement storage wells will be drilled to replace abandoned wells. The
forecastfor replacements and plugging and abandoning wells vary in cost , but
the average replacement cost is $7 million per well and $0.850 million for each
abandonment.

SoCalGas also plans to redesign wells to improve tubing flow to increase
injection and withdr awal capacity and to create a dual barrier for safety. Well
workovers are maintenance activities to prevent fluid encroachment and
maintain withdrawal and injection capacity. SoCalGas also plans to replace or
repair wellhead valves and seals on various wells to maintain equipment
integrity. All of these projects were forecast utilizing a zero -based method.

Blanket projects consisting of multiple smaller projects were forecast using
experienced professionals. Finally, SoCalGas plans to purchase cushiorgast2’to
support the final phase of the Honor Rancho expansion project. Costs are

estimated at $2.74 to $2.91 per decatherm.

127The minimum volume of gas required in an underground storage reservoir to provide the
necessary pressure to deliver working gas volumes to customers.
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ORA does not object to the 2018 and 2019 forecasts but recommends
adopting 2017 adjusted, recorded expenses of $51.446 millionristead of the 2017
forecast. ORA also recommends the creation of a balancing account to record
costs of capital expenditures for wells.

13.2.3. Pipelines
This set of projects is associated with upgrading or replacing field piping

and related components.

Pipelines 2017 2018 2019
Aliso Valve Replacements $880,000 $880,000, $880,000
Aliso Pipe Bridge Replacement $8,000,000 $8,000,000 $0
Blanket Projects $11,467,000 $4,000,000 $6,800,000
Total $20,347,000 $12,880,000 $7,680,000

SoCalGas plans to replace various aboveground valves of different sizes
and pressures at the Aliso Canyon location. This work is unrelated to the Aliso
Canyon leak incident. Each valve replacement is approximately $20,000.
SoCalGas also plans to relocag an existing pipe rack at Aliso that is located in a
ravine area. The project cost was derived from a work estimate through a
bidding process. Finally, this group of projects includes blanket projects that
were estimated using the knowledge and expertise of managers at the storage
fields.

Once again, ORA does not object to the 2018 and 2019 forecasts but
recommends adopting 2017 adjusted, recorded expenses of $21.017 million.

13.2.4. Storage Purification Systems
This set of projects is associated with equipment used to remove

impurities from natural gas from storage. This includes equipment used for the

conditioning of such gas removed from storage.
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Purification Systems 2017 2018 2019
Aliso Dehydration Upgrades $750,000, $1,250,000 $1,250,000
Goleta Dehydration Upgrades $0 | $3,050,000 $0
Blanket Projects $4,760,000 $5,485,000 $4,360,000
Total $5,510,000 $9,785,000 $5,610,000

Projects are planned to upgrade the dehydration plans at Aliso Canyon 128
and Goleta. The projects also include installation new gas and glycol filters for
improved gas conditioning and instrumentation upgrades. Costs were forecast
using quotes provided by vessel fabricators, equipment manufacturers,
contractor estimates, and similar work performed previously. The forecast also
includes blanket projects that were estimated using the knowledge and expertise
of managers at the storage fields.

ORA does not object to the 2018 and 2019 forecasts but recommends
adopting 2017 adjusted, recorded costs of $2.915 million for 2017.

13.2.5. Storage Auxiliary Equipment
These projects consist of work on various types of field equipment not

included in other project groups. Examples of such equipment are
instrumentation, measure ment, controls, electrical, drainage, infrastructure,

safety, security, and communications systems129

128 This work is unrelated to the Aliso Canyon leak incident.
129 Exhibit 273 at NPN-46.
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Auxiliary Equipment 2017 2018 2019
Aliso Overhead Power System $0| $1,000,000 $1,250,000
Upgrades
Aliso Electrical System Upgrades $3,450,000 $2,520,000 $2,500,000
Aliso Slope Stability $1,000,000 $1,000,000 $1,000,000
Aliso Sesnon Gathering Plant Relief $750,000f $750,000{ $500,000
Honor Rangh Operations Center $200,000 $1,000.000 $1,800,000)
Modernization
Playa Del Rey Erosion & Slope $400,000| $2,500,000 $1,000,000
Stability
Blanket Projects $13,406,000 $10,970,000 $11,625,000
Total $19,206,000 $19,740,000 $19,675,000

Aliso Canyon project upgrades are planned to replace the overhead power
system with new poles and system infrastructure with new poles and wires to
respond to weather conditions and meet electrical standards. These projects
were forecast based on historical costs and is unrelated to the Aliso Canyon leak
incident. SoCalGas also plans to enhance safety aroud the Fernando Fee well
site to protect against soil erosion and enhance stability. Costs were forecast
using a zero-based method. Another Aliso project is aredesign of the Sesnon
Gathering Plant by adding a new vessel with drip pot to eliminate pressur e
points. The forecast for this project also utilized a zero-based methodology.

The Honor Ranch Operations Center Modernization is for the update,
modernization and reconfiguration of the control room to allow enhanced
operations. Costs were forecast usng projects similar in scope.

SoCalGas also plans to improve slope stability and address soil erosion of
the Playa Del Rey compressor station which is located along a bluff. Costs were
based on recent phases of the project.

SoCalGas also included blanke projects composed of various smaller
projects that were estimated using the knowledge and expertise of managers at

the storage fields.
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ORA does not object to the 2018 and 2019 forecasts but recommends

adopting 2017 adjusted, recorded costs of $17.618 nilion for 2017.

13.2.6. SIMP

The SIMP capital projects relate to well work mitigation resulting from

Il nspection of

cycle of well inspections is set to begin in 2018 following the two -year inspection

SoCal

Gas o

gas

storage

we l

cycle proposed by DOGGR. SoCalGas expects additional regulations and orders

affecting capital costs will continue to be proposed. The table below shows the

forecast for SIMP-related capital projects for 2017, 2018, and 2019. Majority of the

costs are associated with inspection and return to operation or workovers, for all

fields by the end of TY2019. There are also projects relating to two pilot efforts to

monitor integrity and for evaluation of cathodic protection. All projects were

forecast using a zero-based method. As with SIMP O&M costs, SoCalGas also

requests that SIMP capital costs continue to receive twoway balancing account

treatment due to the changing nature of regulations.

SIMP 2017 2018 2019

Plug and Abandonment of Wells $3,800,000 $1,900,000 $0
Inspection/Return to Operation $68,905,0000 $68,120,000 $46,232,000
Data Management $2,580,000 $1,350,000 $650,000
Emerging Monitoring Integrity &

Safety Technology Pilot %0 $0| $5,000,009
Cathodic Protection $0 $0| $1,500,000
Total $75,285,000 $71,370,000 $53,382,000

Once again, ORA recommends the adoption of 2017 adjusted, recorded

costs of $61.968 million for 2017 but does not object to the forecasts for 2018 and

2019. ORA also recommends that the SIMP balancingaccount treatment for

capital costs be modified into a one-way balancing account for similar reasons

stated in its O&M recommendation.
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13.2.7. Aliso Canyon Turbine Replacement
The Aliso Canyon Turbine Replacement Project was authorized in

D.13-11-023 and was fdaced into service on May 17, 2018. A more detailed
background and description of this project is discussed in section 14 of this
decision. The costs being addressed here are capital costs for the project for 2017
and 2018 which are forecast at $19.602 iflion and $1.250 million respectively.
ORA does not have any objections or alternative recommendations regarding
these costs.

13.2.8. Discussion

ORA makes the same recommendation with respect to all the disputed
projects and that is to adopt 2017 adjusted, recoded costs instead of the 2017
forecasts. For its part, SoCalGas states that projects experience delays and
several projects planned for 2017 were not yet completed and so those costs were
not included in 2017 adjusted, recorded costs. SoCalGas argues thadespite the
delays, the work still needs to be completed and so the requested funds are
necessary. SoCalGas also gave examples of projects that were planned as
multi -year projects and that some work may be shifted as priorities change.

From our review o f the testimony and arguments by ORA and SoCalGas,
we note that ORA provided no explanation why it recommends using 2017
recorded costs and so we assume that the recommendation is based on using
more recent data and because actual expenses for 2017 appe#n be more reliable
than the 2017 forecasts. However, this does not account for the possibility of
projects being delayed or re-scheduled as SoCalGas argues. SoCalGas also gave
an example of a multi-year project that requires work being performed in 2017,
2018, and 2019 and how some work originally planned for one year can be

re-scheduled or re-prioritized to other another year. ORA did not contest the
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scope and projected costs of the projects themselves or the forecast methods that
were utiizedandsowe find that ORAOG6s recommendati or
respond to the arguments that SoCalGas presented. Thus, between the two
partiesd arguments, we find that SoCal Gas
in the form of testimony and analysis.
We also find that the necessity of the various projects was adequately
supported by testimony and ORA did not object to the various forecast
methodologies that were utilized. Although we express some concern that
delays in 2017 may lead to delays in 2018 and 201@nd cause projects planned
for 2019 to not be completed, we expect SoCalGas to properly prioritize projects
under this section especially projects that are necessary for safety and compliance
with safety -related regulations, as well projects that mitigate key risks. Based on
our revi ew, we find that al | of SoCal Gas b
totaling $208.535 million in 2017, $180.646 million in 2018, and $172.606 million
in 2019, should be authorized.
Following our discussion of the two -way balancing treatment for O&M
costs, we likewise find it reasonable to authorize the SIMPBA to continue to
record capital costs relating to SIMP and to continue the balancing account
treatment established in D.16-06-054 for recovery of booked costs. For capital
projects, the SIMPBA shall also continue to be maintained as a tweway
balancing account subject to the same recovery procedure established in
D.16-06-054 for any undercollections from the authorized amount. Any unused
funds are to be returned to ratepayers.
Finally, we find that ORA®s request for
capital expenses for wells is not necessar

its concern that SoCalGas will not be able to complete seven well replacements
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planned for 2019 becauset only plans to replace a total of four wells in 2017 and
2018. However, as SoCalGas explains, fewer projects are planned for 2019 for the
other project groups under Storage Wells in recognition of the greater number of
well replacements planned for 2019. As shown in section 13.2.2, the requested
amounts for most of the other project groups under Storage Wells are less for
2019. SoCalGas also cited a specific example regarding well plug and
abandonments wherein only five are planned for 2019 compared to 40 for 2017
and 17 for 2018.

14. Aliso Canyon Turbine Replacement
In D.13-11-023130t hi s Commi ssion granted SoCal Ga

oconstruct and operate the Aliso Canyon Tu

three obsolete gas turbine driven centrifugal compressors and associated

equipment with a new electric compressor station and construction of other

| mprovements at the Al Bso Canyon storage f
The decision authorized a total cost $200.9 million for the project but also

directed that iif actual costs exceeded $20

all projectcosts mustbec onducted i n SoCal Gasd gener al

compl et i on o2 Theldecisipnraddgdehattefforis to maximize the

O&M cost savings and capital benefits be reviewed as well. Costs exceeding the

authorized amount of $200.9 million were to be tracked in a memorandum

account.

130 Decision in A.09-09-020 which became effective November 11, 2014.
131D.13-11-023 OP 1 at 69.
132D.13-11-023 OP 12 at 73.
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The project was completed and placed into service on May 17, 2018and in
this application, SoCalGas seeks to establishhe reasonableness of the
$275.5million of actual project costs to complete the project and to recover
$74.6million in costs representing the amount that actual costs exceed the
authorized cost in D.13-11-023 of $200.9 million. SoCalGas states that total
project costs actually exceed $275.5 million by approximately $11.9 million.133
However, SoCalGas did not update its testimony to include this amount and is
not seeking recovery of this amount of $11.9 million in this GRC.

14.1. Project Cost Elements
The project cost of $200.9 million in A.09-09-020 was developed using

major project cost elements. In this application, SoCalGas uses these same cost
elements but with adjustments to each one. The table below shows a list of these
major project cost elements as well as a breakdown of estimated costs and the
corresponding estimated costs at completion and the variance between the two

totaling $74.6 million.

Scope A.09-09-020 Completion Variance
(2009) (2018)

Central Compressor Station $166,000,00¢ $146,600,000 (19,400,000
Environmental $1,000,000 $13,000,000 $12,000,000
Substation & Electrical $10,200,000  $23,900,000 $13,700,000
Infrastructure

Buildings $900,000 $13,500,000 $12,600,000Q
Other $200,000 $8,400,000 $8,200,000
Company Labor $0 $7,200,000 $7,200,000
Indirects $22,600,000 $62,900,000 $40,300,000
Total $200,900,000 $275,500,00¢ $74,600,000Q

133 Exhibit 279 Appendix A at DLB-A-1.
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Central Compressor Station

The Central Compressor Station accounts for approximately 70 percent of
direct costs for the entire project and is the largest component of the project. The
station houses three new electricdriven, variable -speed compressors, along with
scrubbers, piping, coolers, and electrical equipment.134 Construction activities
include clearing and grading, construction of building and equipment
foundations, construction of compressor housing stations, construction and
installation of associated control equipment, air cooled heat exchangers, other
equipment, and piping. Construction includes a 500 -foot aboveground pipeline
for moving compressed gas into the storage field. Costs also include
pre-engineering, engineering services, and procurement.

Environmental

Environmental costs are primarily costs to retain consultants to comply
with California Environmental Quality Act requirements including costs for the
preparation of the Environmental Impact Report (EIR).

Substation and Electrical Infrastructure

According to SoCalGas, the replacement of gas turbines with electrical
compressors required construction and operation of a new substation to provide
electric service at the Aliso Canyon Storage Field and SCE was contrated to
provide the substation.

Buildings

The buildings component represents costs for relocation of a guard house

and the replacement of office buildings.

134 Exhibit 277 at DLB-13.
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Others

This cost category is for construction activities associated with fill sites,
temporary office trailers, project controls support and increased site security.

Company Labor

These are for labor costs including assessment of environmental impacts in
aid of the development of the EIR, planning and development, and actual project
activities.

Indirects

Indirect costs include overhead costs associated with direct costs such as
payroll taxes and pension and benefits. Also included are Allowance for Funds
Used During Construction (AFUDC) and property taxes.

14.2. Positions of Intervenors

ORA is the only party that provided comments for this section and while
ORA does not take issue with SoCal Gasd pre
time, ORArecommends thatafullaudi t of SoCal Gasd expendit
by the Commission or an assigned entity to determine the reasonableness of all
charges or to conduct a reasonableness review in the next GRC.

14.3. Discussion

D.13-11-023 provided a mechanism for reviewing costs in excess of the
$200.9 million that was already authorized in that decision. In Ordering
Paragraph (OP) 12, the decision provides that after completion of the project, a
reasonableness review of project costs as well as efforts to maximize O&M cost
savings and capital benefits should be conducted in the following GRC. The
project was fully completed and placed into service on May 17, 2018 and this

GRC is the GRC following completion of the project. Thus, we find that the
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reasonableness review of the project $iould be conducted in this GRC and not in
the next GRC.
With respect to ORAO®s recommendat.i

audit of all project costs, we note that ORA did not express any concerns with

on

SoCal Gasd0 presentati on odidnotpresent amospegifici n

reasons or concerns to be addressed in its recommendation that an audit be
conducted such as insufficiency or incorrectness of the evidence presented.
Thus, we find that a reasonableness review in this GRC is sufficient to resolve the
requests being made.

We reviewed the testimony presented in this GRC as well as the findings
made in D.13-11-023 and focus our review on the portion of the costs that exceed
project cost of $200.9 million authorized in D.13-11-023. The reviewand analysis
conducted in D.13-11-023 sufficiently established the necessity of the project as
well as the reasonableness of the project cost authorized in that decision. We
find that it is not necessary to go over these issues again and that it isappropriate
to adopt the findings made in D.13-11-023. We also note that D.1311-023
recognized that actual costs authorized for the project may exceed the authorized
amount and provided a mechanism for which to seek recovery thereof and
which SoCalGas canplied with.

With respect to the $74.6 million variance, we reviewed the seven major
project cost elements and separately examined the reasonableness of the
variances presented in each cost element. These project elements are the same

ones that were presented and reviewed in D.13-11-023. We also examined

SoCal Gasd efforts to maxi mi ze O&M cost

D.13-11-023.
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Generally, in explaining the reason for the overall variance of
$74.6million, SoCalGas cites to the significantly expanded scope of the project
following the increased environmental impacts identified in the EIR and the
increased mitigations that were required as a result thereof. SoCalGas also cites
to the lengthy delay in completing the project, and that the costs that were
previously developed and identified in A.09 -09-020 reflect base year 2009
nominal dollars. SoCalGas claims that price escalation alone would compare to
approximately $232 million today. 135

We reviewed the timeline of the project and do not di sagree that the
project was not approved until November 22, 2013, or more than four years from
the time the application was fil ed.
the project would be completed in approximately one year, but we find that the
expanded scope of the project, which required additional planning and redesign
justifies the additional delay. Thus, we find that SoCalGas is not responsible for
delays to the completion of the project.

For the Central Compressor Station, costsaving efforts included
contracting of services with a firm to assist in competitive solicitation of bids
from 19 qualified contractors, hiring of an engineering firm to provide expert
design and construction oversight, savings from design optimization, application
of drilling methods in certain areas as opposed to excavation, and use of a soil
nail wall instead of a concrete wall. Collectively, projected costs were reduced by

$19.4 million from the original estimate in 2009.

135 Exhibit 277 at DLB-32.
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Environmental costs increased significantly from the 2009 estimate because
the EIR issued by the Commission identified additional and more significant
potential environmental impacts that needed to be addressed, which required
more time and resources than contemplated in the 2009 estimate. Therevere
also added costs for activities which we find to be necessary such as surveying
and monitoring used to prepare the EIR, So
included construction and vegetation clearing, and mitigation costs which also
included construct ion and habitat, vegetation, and tree mitigation activities.

The design for the SCE substation were modified to meet design
requirements for the Central Compressor Station and site preparation costs were
higher than anticipated because of additional needs such as better access,
requirements because of the new design, a new ordinance requiring a
biofiltration system, and additional environmental monitoring required by the
EIR. In an effort to lower costs, SoCalGas conducted a competitive solicitation
for construction of a plant power line.

For Buil di ngs, mo s t of the i ncreased co
decision to replace existing office trailers with a permanent steel building in
order to increase size and to afford extra protection against wind, fire , and other
elements, and thereby enhance safety. Other enhancements from the original
plan include enhanced access to comply with anticipated safety-related
regulations.

Increased costs in the Others cost category was mostly due to the
construction of fo ur new fill sites in part because of requirements from the EIR.

An already available fill site that was contemplated in the 2009 plan was not
available for the project when construction began because it was utilized for

another project.
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For Company Labor, the original plan was to use only a small team to
provide management and oversight over third -party contractors that would
execute project activities. As the project progressed, SoCalGas deemed it more
prudent to use company employees to perform activit ies that would have been
performed by third -party contractors. The overall increase in the scope of the
project contributed to higher labor costs.

Regarding the increase in indirect costs, the majority of the increased costs
are due to the change in scopeof the project. Direct capital costs increased by
$34.3 million, resulting in increased overhead costs as well. AFUDC and
property taxes increased significantly because of the extended length of time it
took to complete the project. Since the costs hee are derivative in nature, very
little cost-saving methods were available.

Cost savings and capital benefits concerning the replacement of obsolete
gas compressors are detailed in Table DLB10 and DLB-11 of Exhibit 277.
Savings include reductions in third -party and labor costs, reduced storage,
reduced air emission fees, etc. while capital benefits include reduced demand for
Regional Clean Air Incentives Market Trading Credits and reduced GHG
emissions.

Based on our review and analysis of the above, wefind that the testimony
presented supports the reasonableness of the $275.5 million in capital
expenditures to complete the Aliso Canyon Turbine Replacement Project and
that SoCalGas should be authorized to recover in rates the $74.6 million in costs
whic h exceed the previously authorized amount in D.13-11-023. We also find
that the request to continue the Aliso Canyon Memorandum Account (ACMA) to

record additional capital -related costs in excess of $275.5 million is reasonable.
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Any recovery sought for s uch amounts should be subject to a reasonableness
review in SoCal Gasd next GRC.

15. Gas Control and System Operations and Planning
This section addresses SoCal Gasdé TY2019

System Operations and Pl anfM201Dds $8.9585mllidra| Ga s 0
in O&M costs. There are no associated capital expenditures. The forecast
represents an increase of $2.931 million over 2016 adjusted, recorded expenses.
A large part of the increase is associated with incremental costs for Emergency
Services. All costs were forecast using fiveyear average methodology.

Costs associated with Emergency Services and Supervisory Control and
Data Acquisition (SCADA) activities are presented by SoCalGas as
RAMP -related costs although these costs werenot included in the RAMP Report.
Rather, these costs are presented in the GRC as posRAMP additions following
the comment process in the RAMP proceeding and final review of RAMP risks,
costs, and requests to be included in the GRC. The RAMP risks beingnmitigated
are employee, contractor, customer, and public safety and catastrophic damage
involving high pressure pipeline failure. The total RAMP costs requested for this
section is $5.708 million and these will be reviewed in the cost categories where
they are included.

Consistent with other applicable sections of the decision, costs pertaining
to the Aliso Canyon gas leak incident are excluded from the forecast and from
historical averages.

This section shall also address the IT Business Unit capital pojects

requested under this section.
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15.1. Non-Shared Costs
Non-shared costs for Gas Control & SystemPlanning are forecast at

$2.972million which is $2.186 million higher than 2016 adjusted, recorded
expenses for 2016.

15.1.1. Storage Products Manager
The Storage Prodiucts Manager group operates the California Energy Hub

(CEH) to provide unbundled natural gas storage and parking services such as
natural gas storage, traditional hub services such as natural gas parking and
loaning, 136 and natural gas sales from projects atthorized by the Commission.
The TY2019 forecast for this group is $0.156 million which is around $10,000
higher than base year levels.

15.1.2. Emergency Services
The forecast for Emergency Services i$52.816 million which is

$2.176million higher than 2016 adjusted, recorded costs. This department

supports SoCal Gasd goal of maintaining con
emergency response and recovery programs to comply with federal and state

requirements. SoCalGas intends to add13 positions in addition to the six

employees that currently support the functions.

15.1.3. Positions of Intervenors
ORA provided commen t-shared forecast. ©ORA Gasd non

recommends $1.145 million which is SoCal Ga
statesthat SoCaGas d request i s excessive and that

ranged from $0.640 to $0.905 million.

136 Natural gas parking is the temporary storage of natural gas on the SoCalGas system, and
natural gas loaning is the temporary lending of natural gas from the SoCalGas system.
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15.1.4. Discussion

ORAOs analysis is that spending has

2016 and that the establishment of emergency response procedures pursant to
GO 112F was required to be complied with no later than January 1, 2017. Thus,
ORA argues that recorded costs of $1.145 million in 2017 were already sufficient
to comply with GO 112 -F.

Based on our review however, the 2017 costs do not include ompliance
with other requirements such as the Gas Emergency Management Program
required by GO 112 and the training and certification requirements required by
the California Division of Occupational Safety and Health department regarding
the Incident Command System. The additional FTEs being requested will enable
SoCalGas to monitor and administer the required trainings and to implement a
recommendation by SED to enhance the frequency of emergency preparedness
and response exercises and coordination with first responders and public
officials regarding said trainings.

In addition, pursuant to the RAMP process, SoCalGas proposes to conduct
certain activities beyond the minimum requirements set forth by GO 112 -F in
order to enhance its response and recovery pograms for employees and its
natural gas system operations as well as the public awareness program with first
responders. SoCalGas adds that additional resources are necessary to maintain
and enhance programs under GO 112F such asimproving an Incident
Command Systemthat complies with the general order and implementing
emergency procedures and training.

Given that Emergency Services is on call 24 hours a day and in light of the

recent wildfires and atypical weather conditions, we find that there is a n
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increased need for emergency response preparedness and coordination with
other first responders.

Based on the above, we find SoCal Gasd r
Emergency Services to be reasonable and necessary in order to enhance
SoCalGas Emergacy Services capabilities. We also find the forecast for the
Storage Products Manager group to be reasonable and therefore find that the
total forecast for non-shared costs of $2.972 for TY2019 should be approved. The
above forecast will provide the necessary funding for a resulting total of 18.5
FTEs for Emergency Services. We also agree with SoCalGas that the
appropriateness of the funding level being authorized can be reviewed when it
files its RAMP spending and accountability reports.

15.2. Shared Costs
SCal Gasd® TY2019 forecast for shared cos

$0.745 million higher than base year adjusted, recorded costs. Shared costs
include costs for four departments: Energy Markets & Capacity Products, Gas
Scheduling, Gas Transmission Plannng, and Gas Control and SCADA
Operations.

15.2.1. Energy Markets & Capacity Products
The forecast for Energy Markets & Capacity Products is $1.550 million

which is around base year levels. This group is comprised of the director,
Capacity Products Manager, and Capacity Products Support. The group

provides services for gas marketers that serve SoCalGas and SDG&E customers,
large nonresidential customers who choose to act as their own gas supplier, and

core aggregators. The group also manages business relationship, provides
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analytical and regulatory compliance support, and represents SoCalGas in the

development and modification of gas industry standards for gas scheduling. 137

The group also monitors market pricing information and recommends changes

to capacityandst or age. The group also develops a
SDG&EOs el ectronic bull3etin board call ed E

15.2.2. Gas Scheduling
Gas Scheduling manages the dayto-day system and operation for

nominations, allocations, and scheduled gas transportation as well as the
Operational Flow Order rules. Gas Scheduling also tracks storage accounts,
tracks and clears shipper imbalances, and administers the imbalance trading
process. Gas Scheduling also makes regular postings on Envoy. The TY2019
forecast for this group is $0.724 million which is $0.124 million higher than 2016
costs.

15.2.3. Gas Transmission Planning
Gas Transmission Planning is responsible for long-term planning and

design of Applicantsd gas transmission sys
sy st e md s madb Commission design standards, service obligations, and

to satisfy new demand to the system. The forecast for Gas Transmission

Planning is $0.691 million which is $84,000 higher than base year levels.

15.2.4. Positions of Intervenors
Comments to the shared services forecasts were provided by ORA, SCGC,

and EDF.

ORA does not take issue with any of the shared services forecasts.

137 Exhibit 17 at DKZ -3.

138Thisist he name of the Applicantsd electronic bull et
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SCGC recommends that SoCalGas be authorized to spend an additional
$1 million in 2019 to incorporate the trading of Daily Scheduled Quantities into
Envoyods electronic bulletin board system.
EDF recommends that SoCalGas automate its imbalance trading within the
Envoy system to enable o0day aftero6 flow in
recommended that SoCalGas allocate furding to create a plan to address
operational and market risks associated with gas and electric coordination. We
find that these issues are addressed in the RAMP Report and proposed
mitigations such as real-time monitoring of the transmission system and re mote
monitoring of gas and electric systems are already proposed in the GRC. EDF
did not raise this issue again in its opening brief.

15.2.5. Discussion

We reviewed the TY2019 shared services forecast for Gas Control &
Systems Operations and find the proposed costs to be reasonable and necessary
to carry out the various functions performed by the Gas Control Systems
Operations division. SoCalGas provided sufficient testimony to support its
requested costs including an explanation of the cost drivers for the $0.745 million
increase from base year recorded costs. We also find the forecast methodology of
using a five-year historical average to be appropriate. Parties did not object to
the proposed costs. Thus, we find that the proposed forecast of $5.986 milion for
TY2019 for shared services costs is reasonable and should be approved.

With regards to proposals by SCGC and EDF concerning automation of
SoCal Gasd daily i mbalance trading, the ass

the evidentiary hearing on July 10, 2018 that all core balancing issues are outside
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the scope of these GRC proceedings as determined by the assigned
Commissioner.139 The ruling adds that such issues are better raised in the core
balancing proceeding.140 In a subsequent ruling issued on September 17, 2018,
the assigned ALJ further clarified that funding requests for proposals by EDF
and SCGC relating to core balancing to actual demand, as well as the proposal
for automation, should likewise be raised and addressed in the core balancing
proceeding.

EDF states that the core balancing proceeding only applies to core
customers and not to non-core customers. We agree with EDF but find that there
Is only a single process for core balancing to actual demand for both core and
non-core customers A decision modifying the process (such as automation) of
the daily imbalance trading for core customers would also apply to non -core
customers. It would be duplicative for the Commission to decide a single
process in two separate proceedings and may led to inconsistencies. Thus, we
find it reasonable and prudent to defer judgment on these issues as it applies to
non-core customers to the Commi ssionds
A.17-10-002.

15.3. Operational Flow Cost Memorandum Account

SoCalGas requestghat the Commission allow recovery of expenditures
recorded in the Operational Flow Cost Memorandum Account (OFCMA) in the

amount of $1.696 million.

B9 Transcript Volume 11 at 579-580.
140 A 17-10-002 filed by SDG&E and SoCalGas on October 2, 2017.

- 180-

resol



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

The OFCMA was authorized in D.15-06-004'41 to record expenditures for
SoCal Gasd Oper at i onantEnteilgeney Flow Qider(EFO)O F O
activities. The low OFO and EFO establish procedures that trigger when it is
forecast that the storage withdrawal allocated to the balancing function will be
exhausted or when there is an actual supply or capacity shortage that threatens
deliveries to end-use customers. Costs tracked in the OFCMA are to be
recovered in the GRC. And as stated above, S€alGas seeks recovery of
$1.696million in capital expenditures that have been tracked in the
memorandum account.
SoCalGasstates that the costs incurred were for major system
enhancements required in Envoy and the Specialized Core Billing System in
order to execute the OFO and EFO implementation. The enhancements included
the creation of new screens to view and process low GFO calculations,
modi fications to the Gas Scheduling proces
rulesdé with the new procedures, creation o
accommodate changes to the billing system142
We reviewed SoCal Gas o QalGaspreveddéd and fi nd
sufficient testimony to support its request. The testimony provides sufficient
detail regarding the costs incurred as well as the necessity thereof. SoCalGas
also complied with the requirements set forth in D.15 -06-004 and submitted the

necessary periodic reports that are detailed in Table DKZ-11 of Exhibit 17143

1410.15-06-004 OP 13 at 43 to 44.
142 Exhibit 17 at DKZ -35.
143 Exhibit 17 Table DKZ-11 at DKZ-34 to 35.
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Parties did not object to the reasonableness of the proposed costs. Therefore, we

find that the $1.696 million balance in the OFCMA are reasonable and authorize

recovery thereof in rates. However, we find ORA®6s proposal to norm
recovery over the 2018 and 2019 periodis not necessary because of the relatively

minimal impact on rates.

15.4. IT Business Unit Capital Projects
SoCalGas is also requesting $3.401 million in 2017$3.806 million in 2018,

and $4.771 million in 2019 for six IT-related projects. The projects are described
in Exhibit 17.144 Additional details are provided in the capital workpapers of
witness Olmsted.
We reviewed all six projects and find the requested amounts reasonable
and should be approved. Four of the proje
Envoy system replacing outdated software and providing system enhancements
that allow necessary functionalities and increased security. The other two
projects are for communication trailers that support first responders and
replacement of an outdated system that supports important gas operations
functions. Parties do not oppose these proposed capital projects.

16. Pipeline Integrity for Transmission and Distributi  on
This section addresses costs associated with the Pipeline Integrity for

Transmission and Distribution organization which is responsible for
implementing and managing requirements set forth in 49 Code of Federal

Regulations (CFR) section 192, Subpart O and Subpart P.

144 Exhibit 17 at 22 to 25.
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Compliance with Subpart O is accomplished through the Transmission
l ntegrity Management Program (TI MP) whi ch
threats to transmission pipelines in HCA, determine the risks posed by these
threats, schedule prescibed assessments to evaluate these threats, collect
information about the condition of the pipelines, take actions to minimize
applicable threat and integrity concerns to reduce the risk of a pipeline failure,
and report findi¥hgs to regulators. o

Meanwhi le, compliance with Subpart P is accomplished though the
Distribution Integrity Management Program (DIMP) which requires Applicants
to ocollect information about their distri
information needed and provide a plan for ga ining that information over time,
identify and assess applicable threats to the distribution system, evaluate and
rank risks to the distribution system, determine and implement measures
designed to reduce risks from failure of the gas distribution pipeline and
evaluate the effectiveness of those measures, develop and implement a process
for periodic review and refinement of the program, and report findings to
regul a8 ors. o

TIMP and DIMP are relatively new federal code requirements that go
beyond routine maintenance activities by monitoring and remediating risk on
the gas pipeline system and maintaining the integrity of the gas system. TIMP
manages risk reduction through assessments and remediation of transmission

pipelines in populated areas on a recurring schedule while DIMP implements

145 Exhibit 111 at MTM -3.
146]d. at MTM -3 to 4.
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target activities, programs, and projects that provide an extra layer of
monitoring, assessment, and proactive remediation.147

16.1. SoCalGas
SoCal Gasd tot al f orecast f or TI MP and

O&M costs and capital costs of $125.184 million each for 2017 and 2018, and
$215.00 million in 2019.

Certain costs are associated with mitigation of key RAMP risks identified
in the RAMP Report. These are Catastrophic Damage Involving High -Pressure
and Medium -Pressure Pipeline Failure and Records Management. Total
RAMP -related costs associated with TIMP and DIMP is $86.00 million for TY2019
O&M costs and capital costs of $125.184 million each for 2017 and 201&nd
$215.00 million for 2019148 Incremental RAMP costs for TIMP and DIMP are
approximately $8.317 million for TY2019 O&M costs and capital costs of
$9.600million for 2017, $6.500 million for 2018, and $102.846 million for 201949
Most of the incremental RAMP costs are associated with the DIMP Distribution
Risk Evaluation and Monitoring System (DREAMS) and the Gas Infrastructure
Protection Project that is also part of DIMP.

Pursuant to D.16-06-054, costs associated with the Aliso Canyon gas leak
incident are excluded from the forecast and from historical data.

16.1.1. O&M
The TY2019 forecast of $86.00 million is $10.342 million higher than 2016

adjusted, recorded costs. Both nonshared and shared costs are simply

147 Exhibit 111 at MTM -3 to 4.
148 Exhibit 111 at MTM -5, Table MTM-2.
149 Exhibit 111 at MTM -8 to MTM-10, Tables MTM-5 & 6.
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comprised of costs associated with TIMP and DIMP. The table below shows the
breakdown of both non -shared and shared O&M costs for TIMP and DIMP. All
forecasts utilized a zero-based methodology because historic averages do not
reflect anticipated changes in scope from year to year and because both

programs are still relatively new.

Total TIMP
O&M Non -shared Shared or DIMP
TIMP $44,351,000 $1,649,000 $46,000,000
DIMP $38,359,000 $1,641,000 $40,000,000
Total
Non-shared | $82,710,000 $3,290,000 $86,000,000
and Shared
16.1.1.1. TIMP

The activities prescribed by Subpart O are categorized into seven topic
areas and arebriefly described below:
Threat Identification and Risk Assessment
All pipelines operated in HCAs are evaluated for nine threat categories
which are oexternal corrosion, internal <co
manufacturing, construction, equipment, third party, incorrect operations, and
weat her rel ated 11 Ridk assessnemnt i eonduated loy eelative
assessment of relevant threats and industry data.
Assessment Plan
Once HCA pipelines are prioritized, an assessment plan is created to

manage the scheduling and due dates for all assessments.

150 Exhibit 111 at MTM -14.
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Assessment

The primary assessment methods utilized are in-line inspection, 151
pressure testing, external corrosion direct assessment, and internal corrosion
direct assessment.

Remediati on

Remediation is conducted through repair or reconditioning of a pipeline
coating and can include replacement.

Additional Preventative and Mitigative Measures

Performed once data is analyzed and there is needs identified for such
additional measures.

Geographic Information System (GIS)

A computer system that presents all types of geographic data and is used
to manage medium and high -pressure pipelines.

Auditing and Reporting

Relevant integrity data is reported to the PHMSA annually. Copies of the
report are provided to the Commission. The report includes the total system
miles, the number of miles inspected, number of HCA miles, and number of
HCA miles inspected.

Costs to implement TIMP are balanced and recorded in the TIMP
Balancing Account (TIMPBA) and excess costs due to unanticipated activities
may be requested though an advice letter.

16.1.1.2. DIMP

DIMP activities prescribed by Subpart P are as follows:

151n-line inspection utilizes specialized inspection tools that travel inside the pipeline.
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System Knowledge
Data collection includes ounderstanding
include design, materials, construction methods, pipeline condition, past and
present operations, mai ntenance, | ol¥ a | env
Threat Identification and Risk Analysis
The major incident categories are excavation damage, other outside force
damage, corrosion, material or welds, equipment failure, natural force damage,
and incorrect operations.
Programs/Projects and Activities to Assess Risk (PAAR)
PAAR programs are intended to address risk and implemented through
different avenues depending on the threat being addressed.
GIS
Same as described in TIMPin 6.1.1.1. above
Reporting
Same as described in TIMPin 6.1.1.1.except for the content of the report
which is excavation damages, leaks repaired, hazardous leaks repaired, and
mechanical fitting failures.
As with TIMP, costs to implement DIMP are balanced and recorded in the
DIMP Balancing Account (DIMPBA) and excess costs due to unanticipated
activities may be requested though an advice letter.

16.1.2. Capital
TIMP and DIMP capital costs are set forth in the table below. According to

SoCalGas, recent incidents in the gas industry have upward pressures on TIMP

152 Exhibit 111 at MTM -20.
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to expand inspections and on DIMP to analyze risks and implement programs

and activities to address risk at an accelerated pace. All forecast methods vere

developed using a zero-based methodology.

Capital 2017 2018 2019
TIMP $50,801,000 $50,801,000 $55,000,000
DIMP $74,383,000 $74,383,000 $160,000,000
Total $125,184,000 $125,184,00¢ $215,000,000

16.1.3. Positions of Intervenors

Comments were provided by ORA, TURN, CUE, CFC, and OSA.

ORA recommends using 2017 adjusted, recorded costs of $193.425 million
for 2017 TIMP and DIMP capital costs but has no objections to the rest of
SoCal Gasd O&M and capital forecasts.

TURN recommends removal of costs for clothing and gear other than
uniforms in the amount of $4,359.

CUE recommends that the capital budget for 2019 be increased to

$532.72mi | | i $385. 965 t han

on or million more
accelerated replacements for the Vintage Integrity Plastic Plan (VIPP) program to
replace pre-1986 Aldyl-A gas pipes and the Bare Steel Replacement Plan (BSRP)
program to replace bare steel pipes without cathodic protection. Aldyl -Ais a
type of plastic which was used in gas pipes installed by SoCalGas s#rting in the
late 1960s. These pipes, particularly those installed before 1973, are particularly
prone to cracking and leaking. CUE also recommends an increase to the
Distribution Riser Inspection Program (DRIP).

CFC recommends a reduction of $1.759 milion to the 2019 DIMP capital
forecast because of improved leak performance and because safety must be

balanced with affordability. CFC also states that future increases be subject to
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the advice, assessment, and recommendation of the three project adviseos that
SoCalGas intends to add.
CUE also raised concerns in connection with the DRIP that contractors are
not familiar with SoCal Gasd6 facilities whi
abnormal conditions but we agree with SoCalGas that only qualified contractors
perform the DRIP inspection s and that many contractors have worked on
SoCal Gasd facilities for a number of years
conducted on top of more routine maintenance inspections performed.
OSA states that TIMP should be expanded to address norHCA areas and
that data obtained from tests should be validated.
In its rebuttal testimony, SoCalGas states that all parties recommend
adopting its 2017 adjusted, recorded capital costs.

16.1.4. Discussion
The activities associated with TIMP and DIMP are performed pursuant to

compliance with regulatory requirements mandated by 49 CFR section 192,
Subpart O and Subpart P. TIMP manages risk reduction through assessments
and remediation of transmission pipelines while DIMP implements target
activities, programs, and projects that provide an extra layer of monitoring,
assessment, and proactive emediation. We find the activities associated with
TIMP and DIMP as well as the RAMP -related activities to be necessary in
promoting the safe provision of natural gas services, mitigating key risks, and

compliance with the regulatory requirements mandated by Subpart O and

Subpart P.
O&M Costs
Parties generally do not object to SoCa

recommended disall owance by TURN of $4, 359
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recommended increase of $3.743 million. The increase recommended byCUE

are resulting O&M i ncreases associated wit
and increases to SoCal Gasd capital progran
di scussion of the capital portion of this

recommendation, we find tha t a de minimis amount of less than five thousand
dollars spent on clothing and gear used in conjunction with customer events to
create awareness of customer programs and services is reasonable and not for
promotional purposes. Additionally, TURN did not r aise its initial objection in
briefs. Therefor e, we find that SoCal Gas o
$86.00 million is reasonable and should be approved.

2017 Capital Costs

With respect to the use of 2017 recorded data for 2017 capital costs, this
decision has generally stayed away from applying select updating of 2016 data
used in the application to 2017 data. As mentioned in other sections of this
decision, updating only select data may lead to inconsistent results as not all data
Is being updated. For example, updating data in this section where recorded
costs in 2017 are tens of millions greater than the 2017 forecast would be
inconsistent if, for example, the Cybersecurity section is not updated as well
where capital spending in 2017 is tens of millions less than the 2017 forecast.
And we find that it is not practical to update all data. We do , however, recognize
that there are instances where it is prudent, necessary, and reasonable to apply
updated data in select areas and we shall exercise oudiscretion in doing so in
appropriate cases.

For TIMP and DIMP capital costs however, we find that the testimony and

other evidence submitted by SoCalGas adequately supports the 2017 forecast but
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there is little evidence submitted in this application t o support the 2017 recorded
spending,153which is more than $68 million higher than the 2017 forecast.

In any case, TIMP and DIMP costs are subject to a tweway balancing
account treatment through the TIMPBA and DIMPBA respectively. As adopted
in the past two SoCalGas GRC decision$54, recovery of any TIMP or DIMP
undercollections will be limited to undercollection amounts up to 35 percent of
the total revenue requirement for that program and will require a Tier 3 advice
letter. Amounts above 35 percent wil | be subject to a separate application
procedure. Under this recovery process, SoCalGas will be provided with the
appropriate safety spending and should be able to appropriately explain and
provide information regarding the spending. Therefore, we find i t reasonable to
authorize the forecast amount of $125.184 million for 2017 capital costs.

2018 Capital Costs

Parties do not object to the capital forecast for 2018 and we find this to be
reasonable and supported by the evidence.

2019 Capital Costs

Alargeporti on of CUE®Gs recommended i ncreas
CUEGs recommended acceleration to the repl
BSRP programs. CUE recommends that the Aldyl-A pipe replacement in the
VIPP program be increased from 78 miles to 223 miles in 2019 and for the rate of
replacement of bare steel pipes in the BSRbrogram to be increased from

29 miles to 103.5 miles in 2019. These two recommendations alone amount to an

153 SoCalGas did provide in Exhibit 114 at MTM -11 that the replacement rate of vintage steel
and plastic was 8 miles more than the forecast of55 miles.

154D.13-05-010 and D.1606-054.
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increase of $191.4 million and $60.04 mil|l
proposed capital budget for 2019 of $215.0
planned replacement rate is well below the pace required to replace all Aldyl -A
and bare steel pipes within the 25 to 30 years it had originally projected.

While we agree with C UE that the VIPP, BSRP, and DRIP are important
programs that address safety risks from pipes that are composed of materials
that present a greater amount of risk, the RAMP Report shows that there are
other key pressing safety risks that must be addressed. In addition, the various
safety mitigation activities, plans and programs must also be prioritized and
bal anced with keeping rates affordabl e. V
and non-labor resources and ability to comply with the replacement rate t hat
CUE is recommending even if we were to increase the authorized amount being
requested. In reviewing the evidence presented and the arguments raised by
parties, we find that SoCal Gasd proposed c
for the VIPP,BSRPand DRI P programs are reasonabl e
means to complete. In its next GRC however, SoCalGas should also include an
outlook of its long -term assessment and replacement plan for Aldyl-A pipes and
bare steel pipes without cathodic protection, in addition to what it plans for the
next GRC cycle as it appears that its current replacement rate is not on pace with
its original assessment.

On the issue of SoCal Gasd i mproved | eak
programs focus on replacement of plastic and vintage steel pipes as opposed to
basing the replacement rate on leaks. Thus, we find that improved leak
performance has little effect on the above programs which target wholesale
replacement of pipes. Regarding the three project advisors that SoCaGas plans

to add, SoCalGas states that the three advisors are being added to Gas
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Distributionds focus on | eak reduction eff
determining the rate of replacement of plastic and vintage steel. Therefore, we
find that odls<sbhdulsl bepdeneg
Based on the above, we find that SoCal G
capital projects in 2019, should be approved.
OSA Issues
With respect to OSAGs comments, SoCal Ga
inspections have been proactively expanded over the years to include non-HCA
areas which are beyond the current requirements set forth by Subpart O.155 We
agree with this approach although SoCalGas should continue to properly
prioritize what pipelines are to be inspected as the amount of pipelin es that can
be tested and inspected is limited as compared to the total length of pipelines in
its distribution and transmission system. With regards to validation of test
results, it is not clear and OSA did not elaborate what sort of validation it had i n
mind. Thus, we reiterate our suggestion in the Gas Integrity section of the
decision that OSA consider becoming a part
proceeding and propose and explain this and other appropriate
recommendations in the next RAMP proceeding.

16.2. SDG&E

SDG&EOGs gas transmission and distribut.i
requirements prescribed by 49 CFRsection 192, Subpart O and Subpart P and the
underlying O&M and capital costs are the same as those for SoCalGas except for

the size of its systemwhich is composed of 14,088 miles of interconnected gas

155 Exhibit 114 at MTM-9.
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mains and services compared to 99,872 miles for SoCalGas. The tables below
show the O&M and capital forecasts. All forecasts were developed using a
zero-based methodology. Total RAMP-related costsassociated with TIMP is

$9.0million and $51.0 million for DIMP.

Total TIMP
O&M Non -shared Shared or DIMP
TIMP $5,000,000 $0 $5,000,000
DIMP $6,000,000 $0 $6,000,000
Total
Non-shared | $11,000,000 $0| $11,000,000
and Shared

O&M costs for TY2019 are $3.256 million higher than base year adjusted,
recorded costs. The description of TIMP and DIMP activities to be conducted are

the sameas those described in sections 16.1.1.1and 16.1.1.2in the SoCalGas

section.
Capital 2017 2018 2019
TIMP $3,997,000 $3,997,000 $4,000,000
DIMP $20,219,000 $20,219,000 $45,000,000
Total $24,216,000 $24,216,000 $49,000,000

16.2.1. Positions of Intervenors

ORA and CUE provided comments to the SDG&E portion. Both parties
make similar recommendations as they did in the SoCalGas portion.

ORA recommends using the 2017 adjwsted, recorded costs of
$36.808million for 2017 capital and does not object to the O&M and 2018 and
2019 capital forecasts.

CUE recommends increasing the 2019 capitaforecast to $251.558 million
or $154.156 million higher than SDG&EGs
accelerate the VIPP program to replace prel1986 Aldyl-A gas pipes and to

accelerate the DREAMS program pipe replacement from 27 to 126 miles per year.
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CUEal so recommends an increase of $762, 000
because of associated costs with its proposal to accelerate the VIPP program.

In its rebuttal testimony, SDG&E states that all parties recommend
adopting its 2017 adjusted, recorded capital costs.

16.2.2. Discussion
ORA and CUE raise the same recommendations and supporting

arguments concerning use of 2017 adjusted, recorded capital costs and increased
capital spending for 2019 respectively, as both parties did in the SoCalGas
section. We make the sane findings and conclusions as discussed in
section 16.1.4 above.
Regarding TIMP and DIMP capital costs for 2017, we find that the
testimony and other evidence submitted by SDG&E adequately supports the
2017 forecast but there is little evidence submittedin this application to support
the 2017 recorded spending which is more than $12.592 million higher than the
2017 forecast. Il n any case, as with SoCal
subject to a two-way balancing account treatment through the TIMPBA and
DIMPBA respectively. Amounts above 35 percent will be subject to a separate
application procedure. Under this recovery process, SoCalGas should be able to
appropriately explain and provide information regarding spending incurred.
Similarly, therecovery process for SDG&EOGs TI MP and
SoCalGas, where undercollections will be limited to amounts up to 35 percent of
the total revenue requirement for that program and will require a Tier 3 advice
letter. Under this recovery process, SDG E will be provided with the
appropriate safety spending and should be able to appropriately explain and

provide information regarding the spending.
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Similarly, with regards to CUE®O6s recomm
replacement rates for the VIPP and DREAMS programs, we find as we did in the
SoCalGas section that there are other key pressing safety risks that must be
addressed and that costs for these programs must also be prioritized and
balanced with keeping rates affordable. However, we also find t hat SDG&E
should include an outlook of its long -term assessment and replacement plan of
its Aldyl -A pipes and the DREAMS program pipe replacement in its next GRC,
in addition to what it plans for the next GRC cycle as it appears that its current
replacement rate is not on pace with its original assessment.
Based on our review and analysis, we find it reasonable to authorize
SDG&Eds requested amounts of $11.00 millio
$24.216 million each for 2017 and 2018, and $49.00 nfibn for 2019.

17. Pipeline Safety Enhancement Plan (PSEP)
On September 9, 2010, a 3ihch diameter natural gas pipeline ruptured

and caught fire in San Bruno, California, causing death and property damage. 156

As one of its responses to this incident, the Commission initiated R.11-02-019 to

consi der what aspects of the Commi ssionds
transmission and distribution pipelines should change. In D.11 -06-017, the

Commission required operators of natural gas pipelines to file a comprehensive
Implementation Plan to replace or pressure test alknatural gas transmission

pipeline in California that have not been tested or for which reliable records are

not available.157 D.11-06-017 also provided specific requirements that must be

156 R.11-02-019 at 1.
157D.11-06-017 at 23 to 24.
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complied with. These were later codified under Pub. Util. Code Sections 957 and
958.

The Commi ssion authorized SoCal Gasd and
plan in D.14-06-007 and directed the utilities to begin implementation of the plan.
However, the Commission did not pre -approve the proposed budget for the plan
and instead developed a review and recovery mechanism wherein costs for
individual projects can be approved after -the-fact.158 The decision also clarified
that the utilities may alternatively file for preapproval of specific projects seeking
approval of a cap or for other specific guidance.15® Subsequently, the
Commission authorized SoCalGas and SDG&E in D.1608-003 to include in their
TY2019 GRCall PSEP costs not subject to prior applications including possible
review of any remaining 2018 Phase 1A and 1B capital costsé0 This GRC is the
first that includes any PSEP costs.

The primary objectives of PSEP are to enhance public safety, comply with
Commission directives, minimize customer impacts, and maximize cost
effectiveness of safety investments. PSEP is divided into two phases and each
phase is further subdivided into two parts resulting in four separate phases,
Phase 1A, Phase 1B, Phase 2A, a@nPhase 2B.

Phase 1A includes pipelines located in Class 3 and 4 locations and Class 1

and 2 locations in HCAs161that do not have sufficient documentation of a

158,14-06-007 at 60 to 61.
159]d. at 61.
160.16-08-003 at 16.

161\With respect to natural gas, HCAs are specific locales and areas where a release could have
the most significant adverse consequences.
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pressure test to at least 1.25 times the maximum allowable operating pressure

( MAOP) . The different classes are defined
class which is based on levels of population density within a fixed distance fr om

a natural gas pipeline. Generally, Class 1 and 2 locations are located in

unpopulated areas.

The scope for Phase 1B includes the replacement of nospiggable pipelines
installed prior to 1946. Non-piggable pipelines are those that cannot
accommodatein-line inspection tools that assess pipeline integrity.

Phase 2A addresses transmission pipelines that do not have sufficient
documentation of a pressure test to at least 1.25 times the MAOP located in
class1 and 2 locations that are in non-HCA areas.

Phase 2B pipelines are those that have documentation of a pressure test
that predates the adoption of federal testing regulations in 1970, specifically, Part
192 Subpart J of Title 49 of theCFR. Prior to this date, the applicable industry
standard was American Standards Association B31.8, which came into effect in
1955. No Phase 2B projects are included in this GRC but parties seek clarification
regarding these pipelines and the Scoping Memo determined that the
interpretation of D.11 -06-017 regarding pressure testing of pipeline segments in
accordance with the Subpart J standard is within the scope of the proceeding.

Summary of Requested Costs

All costs requested for PSEP are for SoCalGas and total $249,467,456 for
O&M and $649,326,239 for capital. The atve amounts will cover funding for 11
pressure test projects, 11lreplacement projects, and 284 valve bundle projects in
furtherance of continuing to implement its authorized PSEP. All the requested
funds are RAMP -related to mitigate a top safety risk iden tified in the RAMP

Report namely, Catastrophic Damage Involving High -Pressure Pipeline Failure.
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Pursuant to D.16-06-054, costs relating to the Aliso Canyon gas leak
incident have been excluded from the TY2019 forecasts and from historical
information used by impacted GRC witnesses. Efficiencies relating to FOF have
been factored into the PSEP cost estimates.

17.1. Pressure Test Projects
This section contains the requests related to 11 pressure test projects as

part of the ongoing implementation of PSEP. The total amounts requested are
$236.379 million for O&M costs and $64.443 million for capital costs. According
to SoCalGas, because 2019 is a transition year as PSEP is incorporated into the
GRC process, costs presented represent the total costs over the thregear GRC
period and not just for the TY.

Certain costs already incurred from the planning and engineering of these
projects prior to 2019 are included in the Pipeline Safety Enhancement Pland
Phase 2 Memorandum Account. SoCalGas will seek amortization of this
memorandum account in a separate proceeding as authorized under
D.16-08-003162 SoCalGas also adds a request for five additional pressure test
projects in the 3rd PTY (2022) if the request for an additional attrition year is
approved in this decisi on.

SoCalGas describes the method for developing the project estimates in
Exhibit 231.163 These activities include planning, engineering design, input from

subject matter experts regarding project cost estimates, analysis of environmental

162 Exhibit 231 at RDP-A-21 and D.1608-003 OP 1 at 14 to 15.
163 Exhibit 231 at RDP-A-23 to 27.
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Impacts, inputs regarding construction, determination of required permits,
analysis regarding natural gas loads, and supply management.

The table below presents a breakdown and summary of the 11 pressure
test projects included in this GRC. All projects are Phase 2A projects and all costs

were forecast using a zercbased methodology.

Pressure Test Projects Mileage | O&M Capital Total

235 West Section * San Bernardino 24.6| $41,642,00064 | $12,106,000 $53,768,000
County

235 West Section 2 San Bernardino 20.3| $25,679,000 $11,181,000 $36,860,000
County

235 West Section 3 San Bernardino 26.9 $14,119,000 $3,370,000 $17,489,000
County

407 - Santa Monica Mountains 4.0 $4,188,000 $962,000f $5,150,000
1011- Ventura County 1.8 $4,421,000 $746,000f $5,167,000
2000 Chino Hills - Orange/Riverside 10.0| $33,964,000 $11,371,000 $45,335,000
County

2000 Section B Riverside County 8.9 $13,955,000 $1,565,000 $15,520,000
2000 Blythe to Cactus City Hydrotest 64.7| $39,937,000 $11,908,000 $51,845,000
0 Riverside County

2001 W Section G Riverside County 13.9| $22,868,000 $3,361,000 $26,229,000
2001 W Section D- Riverside County 17.8| $24,404,000 $4,873,000 $29,277,000
2001 W Section E Riverside County 8.9 $11,182,000 $3,000,000 $14,182,000
Total $236,379,000 $64,443,000 $300,822,00¢

164 This amount was revised but the total amounts do not include the change.
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Descriptions of each pressure test projectare provided in Exhibit 231.
Most of the details are similar in nature depicting the pipeline length, location,
the number of test sections, and elevated areas. Capital cost descriptios are also
similar in nature describing the number of sections of pipeline to be replaced to
remedi ate anomalies and to facilitate hydr
this section include more specific details for each project presenting more
detailed scope, individual test sections, and a map of the area covered by the
projects.

17.1.1. Positions of Intervenors

ORA developed statistical models for PSEP pressure test and replacement
projects based on up to five years of historical cost data from projects by PG&E,
SoCalGas, SDG&E, and Southwest Gas Company$ ORAds st ati stical
use linear regression analysis to produce an equation that describes how costs
relate to certain project factors. The model uses a 90 percent threshold level
which means that there is a 90 percent probability that a future project will be at
or below the cost threshold established. The majority of the data uses early
Phase 1A data projects from PG&E and SoCalGas that are located in more urban
areas and which are shorter in length. The model also assumes cost
improvement over time. This model is the same model recommended by ORA
in A.17-03-021 but was updated to include more recent pressure test and pipe
replacement data. ORA did not apply the model to four pressure tests and two

replacement projectstéé with longer pipeline mileage and considered these as

165]|d. at 23 to 24.

166 The model was also not applied to 4 projects scheduled for the 3¢ PTY which the decision is
not considering as the request to include a 3¢ PTY is being denied.
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outside the model s range. ORA does not r
interest of applying the model conservatively.

TURN, SCGC, Lancaster,and IS recommend disallowance of the risk
assessment component which equals to a red
and SCGCo6s calculation and a reduction of

17.1.2. Discussion

We carefully reviewed and analyzed ORA®
method utilized by S oCalGas as well as the comments from the other
Il ntervenor s. Al t hough we find merit in OR
ORAOG6s model provides a foundation for per
the future as the data becomes more refined, we find that SoCa Ga s 0
project-specific evidence is more appropriate for the pressure test and capital
projects being proposed in this decision.

ORAOs model i s based on using data from
future projects. However, the model relies on general project data such as
pipeline length and diameter and project duration but does not apply factors
surrounding a particular project that may be specific to certain types of projects
or even a specific project only. Most of the data uses early Phase 1A mjects
whereas the projects proposed in this application are Phase 2A and Phase 1B
projects. Also, 95 percent of the pressure test data are from PG&E PSEP
projectsié’and does not account for project differences between different utilities.

ORAO s p rtestsladaalsceonly applies O&M costs whereas the Pressure Test

Projects include both an O&M component and a capital component. The model

167 Exhibit 235 at RDP/SC-15 to 16.
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also does not specifically apply other factors such as elevation, terrain, and other
geographic conditions as well as the need to bypass private lands, the types of
permits and environmental clearances that are necessary, the engineering design
of a project, and other factors that may be relevant. Lastly, the model is not
applied to certain projects that fall out of ra nge, which may lead to
l nconsistencies if 1t is applied to some p
applied to projects that are considered ou
On the other hand, SoCalGas applies a more projectspecific method to
develop its forecast costs, which we find more appropriate in this instance and
for the proposed projects specifically. SoCalGas provided what is referred to
under the American Association of Cost Engineers (AACE) cost estimate
classification system as Class 3 estimates foits proposed projects using around a
30 percent completion of engineering activities. SoCalGas explains that
according to the AACE classification system, Class 3 estimates are generally
prepared to form the basis for budget authorization or funding and ty pically
form the initial control estimate against which all actual costs and resources will
be monitored.168 Engineering is typically from 10 to 40 percent complete. This
level of estimate contains more specific details and is generally more reliable
than Class 4 and Class 5 estimates that are based on more limited information.
As discussed earlier, SoCal Gasd met hod
estimates included planning, engineering design, input from subject matter
experts regarding project cost estimates,analysis of environmental impacts,

inputs regarding construction, determination of required permits, analysis

168 Exhibit 238 at RDP/SC-7.
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regarding natural gas loads, and supply management. The above activities are
more project-specific and take into account specific circumstancesregarding each
project. This level of detail allows us to better evaluate and review costs
requested consistent with D.14-06-007, where the Commission stated that
ratepayers should have the benefit of detailed plans for the Commission to
consider before authorizing or pre -approving expenditures for PSEP projects.16°
Cost estimates were developed using a zerebased method, which we find
reasonable in this instance as specific needs for each project are better taken into

account and incorporated into the for ecast as opposed to basing costs on budget

history.

Based on all of the above, we find SoCa
be reasonable, appropriate for the proposed projects, and supported by the
testimony submitted.

Risk Assessment Component

SoCalGa® project cost estimates include a

following a recommended practice from the AACE. This recommended practice

Is based on the premise that unforeseeable events that occur lead to additional
costs, and project managers have a tendacy to underestimate the cost of a
project. This contingency factor is reflected as a percentage of the forecasted cost
of a project. The appropriate level or amount is determined by subject matter
experts who examine and weigh the risks and contingencies surrounding each

specific project.

169D.14-07-007 at 23.

- 204-



A.17-10-007, A.17#10-008 ALJ/RLS8I/jt2

For i1its proposed PSEP projects, SoCal Ga
from 18 percent to 33 percent with Pressure Test Projects averaging 26 percent
and Replacement Projects averaging 25 percent.

We agree with the addition of a risk assessment component in this instance
to account for contingencies that may occur. The proposed projects are subject to
many variables and projects have particular circumstances that add to the
difficulty of making accurate cost estimates. The practice is also an
industry -recommended practice that aims to increase the quality and accuracy of
estimates, which we find appropriate for the proposed PSEP projects.

However, we share TURN/ SCGCds concerns
factorsoverinf | at e the overall costs given SoCal C
estimates. We find that more conservative contingency estimates are appropriate
in this instance as the proposed Phase 2A Pressure Tests Projects and Phase 1B
Replacement Projects are subjectd a lesser degree of unpredictable variables
relative to the earlier Phase 1A projects. SoCalGas also has more data from the
earlier PSEP projects within which to make more informed and more detailed
forecasts. According to SoCalGas, information from AAC E shows that a
contingency range of 15 percent to 30 percent is appropriate for these types of
projects.170

Based on the above circumstances, we find that a contingency factor at the
lower range provided by AACE or an average of around 15 percent is more
reasonabl e i n this case. Therefor e, we fin

Pressure Test Projects identified in this section should be approved subject to a

170 Exhibit 235 at RDP/SC-29.
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10 percentage points reduction to the risk assessment component of each project.
In addit ion, as discussed later in Section 17.6, we find it reasonable to authorize
the establishment of a PSEP memorandum account to track possible cost
overruns for recovery in SoCal Gasd next GR
At this time, we also wi shignificanthi ghl i ght
concerns regarding SoCal Gasd Line 235, <cur
during this GRC period. On October 1, 2017, arupture occurred on Line 235. As
SoCalGas sought to bring Line 235 back into service, numerous leaks have been
found in the pipeline. The line is currently out of service as of the date of this
proposed decision. In part because of this highly concerning pattern of leaks on
Line 235, in June 2019 the Commission open
safety culture.l’ As noted by SoCal Gasd witnesses, t
be included in TIMP over the next rate case cyclé’2and may also impact the
scheduling of the pressure testing of the linel3We under stand TURN/ S
concerns that the repaired segments on Line B85 will be accounted for both in
TIMP and PSEP, but we find it reasonable that the small non-contiguous portions
of the rupture cannot be easily removed from the continuous pressure testing as
it would not be cost -effective.
Given the numerous issues anduncertainty related to Line 235 and the
safety aspects to the repairs and the testing, we support immediate corrective

actions. However, we require SoCalGas to file a Tier Il Advice Letter at the

1711.19-06-014.
12 SCG-SDG&E Opening brief, p. 134.
173 Exhibit 231 at RDP-A-56.
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conclusion of the Line 235West Sections 1 and Zesting or replacement with

clear accounting delineations of which costs are subject to TIMP and which costs

are subject to PSEP before any of the associated costs can be placed into rates for

recovery. Such PSEP costs shall not be placed into rates for recoveryrad such

TIMP costs shall be made subject to refund until the Advice Letter is approved.

The Line 235 costs subject to this accounting requirement should include costs

SoCalGas is incurring for the additional permits, crews, environmental

monitoring, and a Il other costs associated with investigating and repairing the

ongoing leaks on Line 235.

Costs to repair the rupture and leaks to Line 235 are not requested in this

GRC but we find it reasonable to require SoCalGas to establish a memorandum

account to reoord all costs related to Line 235 (i.e., capital costs including rate of

return, operations and maintenance costs, repair and replacement costs, or any

other costs related to the line). This memorandum account will allow the

Commission the future ability t o

adj ust

SoCal

Gasodo TY20109

for TY2019 and PTYs 2020 and 2021should a future inquiry find that Line 235 is

no longer used and useful and if costs relating to Line 235 are unreasonable.

17.2. Miscellaneous PSEP Costs

The table below shows the estimates for Miscellaneous Costs relating to

PSEP.

Miscellaneous Costs O&M Capital Total
Allowance for Pipeline $0 $6,170 $6,170,000
Failures

Implementation Continuity $3,741,000 $1,857,000 $5,599,000
Costs

Program Management Office $11,831,000 $29,606,000  $41,438,000
Total $15,573,000 $37,634,00(Q $53,206,000
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17.2.1. Allowance for Pipeline Failures
Costs associated with a pipeline test failure primarily consist of

replacement costs of the failed pipe segment and costs relating to water
containment following the failed test. No O&M costs are projected as there has
only been one incidence of a test failure out of 53 separate tests covering 90 miles
of pipeline. The forecast represents an allowance of three test failures for the
GRC period.

17.2.2. Implement ation Continuity Costs
These costs include environmental permitting and land acquisition for

approximately seven projects anticipated in the next GRC. These costs are
requested now because of the length of time and advance preparation needed to
obtain necessary permits to ensure that the projects planned for the next GRC
cycle to ensure that the projects are completed in a timely manner.

17.2.3. Program Management Office
These costs represent General Management and Administration (GMA)

costs and company overhead @sts incurred in support of PSEP that are not
charged to individual projects. Beginning in 2019, these costs will be
accumulated into the Project Management Office (PMO). The PMO will provide
oversight at the organizational level and develop reporting me trics to keep
management apprised of PSEP progress. The PMO will also provide functional
guidance on project design and construction to ensure that compliance
requirements are met and best practices are applied. The PMO will also develop
standards and procedures so PSEP projects are executed in a consistent manner
across projects.

17.2.4. Discussion

ORA recommends that Allowance for Pipeline Failures be denied if the

two -way balancing account treatment for the PSEP Balancing Account PSEPBA
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Is authorized. We find however, that it is not necessary to rely on balancing
account treatment of Allowance for Pipeline Failures as the costs can be forecast
with a high degree of certainty based on the frequency of test failures that have
occurred to date, which is one test failure for every 90 miles. We also find the
estimate for test failure occurrences to be conservative and reasonable.

We also find the estimated amounts for Implementation Continuity Costs
and the PMO to be reasonable and supported by the evidence. iplementation
Continuity Costs will ensure that the permit process begins without having to
wait for approval of SoCal Gasd next GRC, w
of projects planned for the next GRC. PMO costs will simply replace GMA costs
that were incurred prior to this GRC as those costs will now be accumulated into
the PMO. In addition, the PMO will provide needed oversight to help ensure
that projects are executed in a consistent, safe, and cosgffective manner.

Based on the above, we findthat the requested Miscellaneous Costs
totaling $53.206 million for both O&M and capital are reasonable and should be
approved.

17.3. Capital Projects
Capital Projects consists of Replacement Projects and the Valve

Enhancement Plan.

17.3.1. Replacement Projects
This section discusses the 11 replacement projects that are planned by

SoCalGas in this GRC cycle. The total cost of these 11 projects is estimated at
$301.250 million. SoCalGas also requests an additional two replacement projects
and the remaining 50 percent of the 44-1008 replacement project if the request to

include a 3rd PTY is approved.
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